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-WALL STREET 


Not by Bread Alone 

Empty bakery shelves — following 
wartime shortages in other foods—have 
brought home to many an American, as 
never before, the importance of the 
traditional “staff of life.” Yet bread is 
only one important product of the na- 
tion’s number one business. Annual 
volume $44 billion retail. However, its 
very size, importance and variety make 
this modern industry one of the most 
difficult to understand. 

To provide investors with the neces- 
sary background to evaluate this vital 

= Spree , 





Newest Survey 

- Food heads the list 
enterprise, the nationwide investment 
firm of Merrill Lynch, Pierce, Fenner 
& Beane has issued ‘‘Foops — 1946*.” 
Delving into particulars, this booklet 
examines in detail six important seg- 
ments of the industry, provides indi- 
vidual analyses of 35 leading companies 
and brief pertinent facts on 23 others. 
Also included: Table showing principal 
brands of 33 prominent companies. 

Pointing out that six million farms, 
worked by eleven million people, sell 
$22 billion worth of cash crops and 
stock each year, the booklet goes on to 
reveal that over 1 million individuals 
process this vast bulk of goods, receive 
some $1.7 billion in wages each year. 
(To run transport, staf the retail 
stores: another 314 million workers. 
Payroll: $10 billion.) 

Despite these impressive figures, 
America’s food industry may have just 
begun to grow. Notes “Foops—1946” 
—new processes and war-changed eat- 
ing habits plus more people with more 
money to spend than ever before have 
resulted in giving the industry a green 
light for expansion. Not starry-eyed, 
however, “Foops — 1946” hastens to 
emphasize that only with a return of 
normal amounts of raw food to market 
will it be possible to know what the full 
demand really is. 

*For your copy of ‘“‘Foops—1946,” without cost 
or obligation, address your request to: Depart- 


ment “MW,” Merrill Lynch, Pierce, Fenner & 
Beane, 70 Pine Street, New York 5, N. Y. 
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Far-reaching changes are taking place in the art raphy, in new techniques of casting. Just when 
of communications, not the least important of _ television will attain a mass market is difficult to 
which is television. Behind the progress of this predict with accuracy, but it is making notable 
medium are profound technological advances— strides toward realizing this goal. Prices of tele- 
in the electronic equipment employed, in photog- vision receivers are being gradually reduced. 
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AS BROAD AS BUSINESS ITSELF 


The Trend of Events 


A YEAR AFTER V-J DAY. Just a year ago, United 
States might humbled the last remnant of the Axis, 
and thus terminated one of the deadliest wars in 
history as well as the most colossal production epic 
on our part that the world has ever witnessed any- 
where. In light of woeful predictions of shattering 
dislocations in the nation’s economy consequent upon 
defeat of the Celestial Empire, it seemed that the 
horrors of war would be succeeded by the horrors 
of peace. ‘To be sure, somber clouds hover in the 
economic scene of a year later, but green fertile 
landscape is visible, too; so that judicious reflection 
and the facts would refute both the pessimists and 
the optimists of last year. 

Looking back at the mixed feelings of jubilation 
and confusion generated by V-J Day, there is no 
doubt that the pessimists had captured the public’s 
ear. Boiled down, the consensus of Government and 
private economists was that severe unemployment 
and deflation was unavoidable. Estimates of 5,- 
000,000 out of jobs by Christmas of 1945 and of 7 
to 8 million unemployed by March, 1946 were com- 
mon. Secretary of Commerce Henry A. Wallace, 
for one, was skeptical that inflation would occur 
and was more afraid of deflation. 

How do these forecasts look now? To say the 
least, they reflect little credit on the use of statistics 
and the ability of statisticians to project future 
trends. Oh yes, unemployment appeared, but for 
the wrong reasons. The assumption was that a 
sharp decline in output due to reconversion difficul- 
ties would throw many war workers into the streets. 
But when production and employment did fall off, 








it was principally because of the strike epidemic 
which hit the country. At no time did unemploy- 
ment rise above the postwar peak of 2.7 million 
persons despite the return of nearly 12 million 
veterans of World War II to civilian life. And to 
cap the story, total civilian employment in the first 
week of June was estimated by the Census Bureau 
at 56.7 million persons, the highest figure in history! 
As for deflation, the Bureau of Labor index of 
wholesale prices on August 3 stood 18.5% higher 
than at the end of the war—a rise which obviously 
suggests the dominance of inflationary forces. 

Nor have events proved kind to those optimists 
who envisioned unlimited public spending for the 
stream of goods which was to flow off crowded as- 
sembly lines. Of course, strikes upset this dream. 
Instead of abundance, scarcities of civilian goods in 
many instances have become worse than during the 
war. In place of a spending spree, buyers’ markets 
have sprung up in one industry after another; since 
high prices have absorbed consumer purchasing 
power and have caused people to be thrifty and se- 
lective in buying. Nevertheless, sellers’ markets 
still prevail in some industries fortunate enough to 
enjoy them. 

If the balance sheet items of pessimism and opti- 
mism are added, it must be said that on the whole 
the picture is in favor of the optimists. Notwith- 
standing the uncertainties currently staining the 
business outlook, the likely probability is that a 
shortage of labor coinciding with capacity output 
may prevail in coming months. 
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A YEAR OF BRITISH SOCIALISM — Just a little 
more than a year has passed since the British elec- 
torate surprised the world and voted into power 
England’s first Socialist administration. The event, 
it will be recalled, was accompanied by dire predic- 
tions and much concern in our own financial 
quarters. 

Even a year of the new regime is hardly suffi- 
cient to appraise it thoroughly, for certainly many 
of its effects are yet to be demonstrated. But from 
such developments as have been manifest to date, and 
the trends they suggest, it is possible to draw at 
least tentative conclusions. What is taking place 
in Britain is unquestionably a revolution, for it is 
shaking the old-line social and economic patterns 
of British life to their foundations. But it is a revo- 
lution of a typical British sort, restrained, orderly, 
and moderate in its processes, regardless of what 
its final results may be. Moreover, many of the 
“capitalistic” features are being retained, but co- 
mingled with Socialistic additions so as to produce a 
hybrid type of economy. The new dispensation 
more closely resembles the Swedish “middle of the 
road” order, rather than any extreme form of 
radicalism. 

Typically Socialistic are such innovations as the 
nationalization program, which will affect the banks, 
mines, utilities and basic industries. There is also 
heavy emphasis upon State planning, of which we 
have seen only the barest vestiges thus far. Some 
of the aims of the Atlee government bear close 
resemblance to our own “New Deal” in its earlier 
days: stimulation of purchasing power in the hands 
of the people, a broader distribution of wealth, a 
wider program of social security. 

But at the same time the essentials of free enter- 
prise remain: the profit motive, freedom of move- 
ment on the part of the worker, the accent on ex- 
port trade (which has shown marked growth in re- 
cent months), and wide latitude for managerial ini- 
tiative. And the character of British labor is essen- 
tially conservative, with a much smaller proportion 
of left-wing elements than its American counterpart. 
Trade unions in the United Kingdom bear many 
resemblances to the craft guilds of an earlier age, 
and are strongly attached to the profit system. Its 
leadership, by and large, is from stable, middlé class 
families, many with conservative, religious back- 
grounds. 

And, to the surprise of many, the new command 
in London is as nationalistic in many respects as 
were its Tory predecessors. Although notable con- 
cessions have been offered to India, the new cabinet 
is nevertheless Empire-minded, and its foreign pol- 
icy is nationalistic rather than pan-socialistic. 

But it would be a mistake to infer that capitalism 
has a guaranteed tenure in present-day Britain. 
The bloodless revolution at the polls a year ago 
was the culmination of many forces and reflects the 
austere conditions of life in the British Isles—an 
austerity which is unimagined in this country. It was 


an attempt to solve these problems that the Brit- 
ish people turned toward greater State control, 
Whether the new administration will turn to the 
Left or Right, or -will seek a middle course, will 
depend largely upon British economic trends in the 
year ahead. 


INVESTMENT MARKET SIGNALS —T he new securi- 
ties market bears close watching at this time, par- 
ticularly for what it may portend for the future, 
In recent weeks, the market for new offerings has 
been not too auspicious, with a number of deals go- 
ing “sticky” and some offerings having to be marked 
down before they could be moved. Such symptoms 
always merit close attention, for they frequently 
give an advance tip-off of possible trouble ahead. 
We have, accordingly, been taking such signals into 
consideration in formulating our market policies. 

But there are, nevertheless, certain favorable fac- 
tors in the situation which must also be taken into 
account if a realistic, balanced picture is to be ob- 
tained. Underwriters of new equity and bond issues 
are optimistic, and expect that their new offerings 
for the balance of the year will reach near record 
levels. While a good portion of this will be for re- 
funding purposes, new money issues are expected 
to attain large volume, probably the best since 1930, 

Public utility financing is expected to figure 
prominently in the coming financing boom, with 
further public distribution of holding companies’ 
investments, in accordance with requirements of the 
Holding Company Act. Meanwhile, various cor- 
porations are in need of new funds for working 
capital, plant expansion and other purposes, and 
large investors, such as insurance, are accumulating 
idle cash which must eventually be put to profitable 
employment. Ultimately, demand and supply will 
meet in the capital market. 

The causes behind the slackening in new financing 
are several. For one thing, the uneasier tone of the 
stock market has dampened the ardor of many in- 
vestors, and called for greater discrimination, if not 
caution. Congestion of recent issues on the shelves 
of underwriters has been another factor, and has 
been largely responsible for the price concessions 
which had to be made in some instances. The firm- 
ing tendency of money rates also gave considerable 
pause to new financing, mostly in the bond and pre- 
ferred stock sections, although this had some psy- 
chological influence upon stock financing plans. 

Still another significant capital market item 1 
the recent decision to retain 100% cash margins 
on security accounts, thus quieting the many ru- 
mors intimating that a relaxation in the rule was 
imminent. The 100% cash rule thus far has con- 
tributed to the thinness of the present market, but 
it is unquestionably a safety measure in the long 
run. as it would obviate the distress type of margin 
liquidation which was so conspicuous in 1929. 

So, while there is much in the present market 
which calls for caution, encouraging features are 
not entirely lacking. 
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a SEEMS THE height of incongruity to call the 
present meeting in Paris a “peace” conference, 
for what is taking place there is anything but paci- 
fic in nature or in what it portends for the future of 
the world. Diplomatic protocol has been shattered, 
and the conventional double-talk of professional 
diplomacy has given way to name calling and bick- 
ering unheard of at any major international con- 
ference in the annuals of diplomatic history. 


And while all this con- 
troversy is going on 1m- 
portant political maneu- 





BY HOOK OR CROOK 





collaboration with Moscow’s program. 

All of which is highly interesting and significant 
for several reasons. For one thing, it is not often 
that the French, who are no amateurs in the arts 
of diplomacy, are outmaneuvered in this manner, 
particularly by an opponent which uses every de- 
vice known to French diplomacy. But still more 
important is that it shows something of what we 
may expect from Kremlin diplomacy. Devious, 
twisting, evasive, it will 
seek to accomplish its 
aims regardless of the 





verings are taking place 
in various countries in 
the struggle between 
Moscow and the western 
allies. The case of 








France is highly signifi- 
cant, for it not only is a 
key piece on the inter- 
national chessboard, but 
illustrates the Soviet’s 
use of indirection and 
political guile where 
more direct efforts fail. 
Gaining control of 
France ranks high on the 
Kremlin’s agenda, for 
with much of Central 
and Eastern Europe un- 
der its sway, Russia 
could dominate much of 
the west. The French 
Communists were expect- 
ed to swing France into 
line with this program 
through the ballot, but 
despite their admitted 
strength, they were un- 
able to do so in the last 
dections. Hence, a 





The Really Hard Nut to Crack 


To tterc., cae 





means, and where one 
approach to a problem 
fails, it may be expected 
to use hook or crook te 
gain its ends. 

With this in mind, we 
can better evaluate Rus- 
sia’s present and future 
tactics at the peace con- 
ference. Moscow con- 
tinues to play her old 
game of obstruction, de- 
lay, and intransigeance. 
The most recent mani- 
festation was her insist- 
ence upon a two-thirds’ 


vote rule, which was 
promptly rejected by 
the rules committee. All 
of which merely con- 
tinues her “hook or 
crook” policy; if she 


cannot win by one set of 
rules she will attempt to 
score by changing the 
rules of the game. 

But it is interesting 
to note the effects which 
such obduracy is having 
upon the rest of the 








change in leftist tactics 
became necessary. Where 
an attempt to “deliver” 
the country from within had failed, a tour de force 


Berg, in The Christian Science Monitor 













in the political arena might succeed. So, to the sur- 
prise of some observers, Russia suddenly comes out 
in support of a “unified” and strong Germany. 

But to anyone even superficially acquainted with 
the wiles of European diplomacy, such a move oc- 
casions no great shock. Russia well realizes that the 
spectre of a revived, reunited Germany haunts 
French thinking today just as it did in the uneasy 
period after World War I, and is playing upon that 
phobia. By threatening to build up a strong, and 
presumably menacing Reich across the Rhine, Rus- 
sia hopes to be able to frighten France into closer 
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world, and particularly 
upon her erstwhile allies. 
When a patient man like 
Sec. Byrnes is pressed to the point of exasperation 
he recently displayed, it is a situation worth noting. 
Much the same feeling has been displayed by the 
British, who have also done their best to “under- 
stand” the Russians and meet them more than half 
way. So, the proposal for unifying the American- 
British-French occupation zones in Germany is 
significant in its timing, and is only further evidence 
of a stiffening attitude toward Moscow. 

All of which makes one wonder what the Krem- 
lin’s next moves might be. If she fails to score dip- 
lomatic victories at the peace conference, there is 
the fear that she may (Please turn to page 608) 
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Market In Decisive Phase 


The recent technical indications have been 
generally encouraging, even if not conclusively 
so. There is apparent promise of relative quiet 
on the labor front for some time. The earnings- 


By A. T. 


HERE is not much action in the current stock 
g iamersy and few people seem to expect anything 
of importance over the near term. The consensus 
of professional opinion is cautious, looking at best 
for a continued trading-range affair for the present, 
or until something happens to strengthen bullish 
psychology. A good many people are looking for 
a test of the recent reaction-lows, which were made 
on July 24. A generally skeptical view may, of 
course, prove correct; and we can not claim that 
there is conclusive evidence to refute it — but we 
think the recent market action has been encourag- 
ing, and that a test of upside possibilities is now 
more probable than further weakness. 

This hopeful slant is based partly on the tech- 
nical evidence, partly on the expectation of a 
reasonably cheerful news environment at least well 
into the autumn, partly on the thought that the 
ranks of the cautious seem over crowded. 


dividend news will continue good. Stock and 
bond yield ratios are increasingly bullish. An 
upside test seems more likely than more reaction 
over the period just ahead. 






















MILLER 


In reviewing the recent technical indications j 
is necessary to revert first to the July break. Th 
market, as you will recall, sold off sharply in tk 
fourth week of July. 
average definitely broke the May-June doubk 
bottom at about the 200 level. The rail averag 
broke its February intermediate-reaction low by 
small fraction. However, that poor chart perfom 
ance did not induce cumulative pressure. Woull 
be sellers withdrew, unwilling to try to cash profi 
in a soft market. The industrials went just abo 
5 points under the 200 support level and_ the 
promptly rallied. 


The Eight-Day Recovery 


The extent of the first rally from the July } 
low, in points, was not at all unusual. However, 0 
that move the industrials advanced for eight co 

secutive trading sessions, and that 
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out of the ordinary. In fact, it w 
the first uninterrupted eight-day ri 
this year to date. We can not say thi 
this is a portent to tie to, but pe 
formances like that, on the record, a 
much more likely to be seen in an 
trend market than in a basically wei 
market or a “do-nothing” market. 
Next, the eight-day rally was fo 
lowed by a small and brief recessio 
It was accompanied by a tendency fi 
volume to dwindle. The amount | 
ground given up was encouraging 
slight; and after just two sessions 
correction the list turned upwal 
again, establishing new rally highs t 
ward the end of last week. In t 
evidence there is nothing suggesti 
of a full recovery of investment a! 
speculative confidence. The mark 
up to this writing is feeling its wa 
It may continue lukewarm. But, | 
balance, the technical evidence seel 
hopeful. Our surmise is that the Ju} 
24 low is likely to stand for quite sot 
time, and that the market is now on 
more in a zig-zag upward pattern. 
We do not know how far this mo 
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The Dow-Jones industrid 
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ails — public and professional 
is so pronounced and unani- 
ous that we would not be 
reatly surprised to see it con- 
ounded by an implausible rail 
ally—enough rally to lighten 
he rails’ drag on the general 
st. 


It must also be noted that our 
dex of 100 low-price stocks is 
lowing the rally in_ better- 
rade stocks, not leading it. 
his is now an old story. Spec- 
lative confidence has yet to re- 
over to the status held prior to 
e break of last February. 
here is no basis now for even a 
ess whether and when it will 
0 so; but we do not put out of 
ind the possibility of another 
peculative whirl sooner or later 
m the premise — to which we 
ill subscribe — that the bull 
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Market is not over, and that a 


wll market is unlikely to culminate on so subdued 
speculative note as that sounded by the low-price 
dex in recent months. 


The Demand for Consumer-Goods Stocks 


There has been a considerable body of opinion 
worable to capital-goods stocks for the remainder 
f this bull market, holding them “behind the mar- 
et,” compared to consumer-goods stocks. This 
lay yet work out. In fact, the steels, at least, held 
latively well during the July reaction, and have 
one somewhat better than the general list on the 
ally to date. Nevertheless, the majority of groups 
owing above-average rise over the last fortnight 
re in the consumer-goods sector of the economy. 
here are two reasons for that. First, most of them 
with the notable exception of liquors and oils— 
ffered severe reactions, setting up a pretty solid 
tchnical spring board for a period of better action. 
econd, the OPA is back in business. Under OPA, 
spite some loosening up in general price policy, 
is to be expected that consumer-goods lines, by 
d large, will fare better than most capital goods 
mes, 
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We have said we look for a cheerful news environ- 
ment for the period just ahead. How so? Well, 
serious disturbance on the labor front now seems 
unlikely before later in the year, at worst. The 


reasons are political. Also economic. (The boys 
seem tired of sacrificing pay in protracted strikes 
carried on for the intra-union and_inter-union 
“prestige” of their leaders). Next, earnings and 
dividends are rising. The former, in the second 
half, are likely to top year-ago figures by some- 
where around 20%. We estimate the rate of aggre- 
gate dividends now (on a monthly basis) at around 
15% over a year ago. Year-end payments seem 
certain to be the fattest in a long time. True, earn- 
ings-dividends are good at the top of every bull 
market, but the prospective ratio of stock yields to 
bond yields over the rest of this year is bound to be 
generally bullish, whereas it was bearish at the tops 
in 1929 and 1937 — that is, bonds then yielded 
either more than, or about the same as, common 
stocks. They now yield nearly 50% less than repre- 
sentative industrials; and that is a fundamental. 

But whether new highs come fairly soon or later, 
there is no change in our selectively-bullish view of 
the longer-term trend.—Monday, August 12. 






















Despite up-valuations 
ef certain foreign cur- 
rencies, the American 
Dollar is still the 
world's strongest cur- 
rency. 
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Depreciation Of The American Dollar 


AND 


WORLD TRADE ASPECTS 





By V. L. HOROTH 


eaves PLUNGING INTO a discussion of the depre- 
ciation of the dollar in relation to world trade, 
it may be well to emphasize—as was already done 
in our last issue—that the action of Canada and 
Sweden in arbitrarily raising the value of their re- 
spective currencies is no indication whatsoever of any 
weakness of the dollar, as some people here and 
abroad hastly concluded. Far from it. The dollar 
is still as good as gold; it is still, and will continue 
to be, the world’s most eagerly sought after payment 
medium. Nevertheless, the up-valuation of the 
Canadian dollar and the Swedish krona may be taken 
as a warning that we, as the wealthiest nation and 
as the leader on the road to postwar recovery, can- 
not set free inflationary forces or tamper with the 
dollar without provoking currency disorders, bring- 
ing about trade dislocations, and retarding world 
reconstruction in general. 

It is true that the purchasing power of the dollar 
in terms of commodities and services is less than it 
was in 1939 and considerably less than in the worst 
depression year, 1932. But it is also true that the 
1946 dollar buys more than the 1919 dollar and, in 
fact, almost as much as the dollar used to buy 
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throughout the "I'wenties. Moreover, in relation to 
1939, the purchasing power of the dollar has de 
clined relatively less than that of the currencies of 
other countries (with the exception of Australia and 
Venezuela.) 

Second, the Canadian and Swedish revalorization 
must be regarded as an exception. The integration 
of Canadian and United States economies make th: 
parity of their currencies desirable, and the Domi 
ion’s action amounted in fact, to a step toward the 
re-establishment of prewar trade and financial rela 
tions. Sweden, a half socialist and half capitalis 
country, has always been inclined to experiment with 
currency management for the sake of “internal 
stability.” Saying that the purpose of the up 
valuation in either of the two countries was to paj 
less for American or other imports during the war 
to-peace transition period is not telling the whol 
truth. The move was motivated also by the fear 
that the rising prices in the United States woull 
drain goods of domestic markets in Canada anf 
Sweden and thereby lead to inflation there. Th 
London Statist has recently suggested an explana 
tion of why after the Second World War, countrié 
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are likely to resort to up-valuation of their curren- 
cles, rather than to devaluation, as after the First 
World War. It writes: 

“On the world market, the situation at the end of the 
second world war was exactly the reverse of that at the 
end of the first world war. In 1919, the machinery of pro- 
duction, everywhere in Europe, was almost intact. Output 
of many industries was even greater than in 1914, Millions 
of men being demobilized needed jobs. To stimulate ex- 
port, many countries resorte -d to currency devaluation. At 
the end of the second world war, production was seri- 
ously impaired by widespread devastation. Ravenous 
hunger for utility products was world-wide. Inland (in- 
ternal) prices being controlled, producers prefer to export. 
That makes scarcity of supplies chronic. How to con- 
serve supplies for home needs and check drainage from 
export is a cardinal problem, What is needed is a meas- 
ure that will raise the prices to the foreign buyer but keep 
prices steady to the home consumer. That is exactly what 
currency revalorization does.” 

Third, unless we are faced with a runaway rise 
in prices in this country, it is doubtful that the Cana- 
dian and Swedish example will be emulated by many 
other countries, especially now that the OPA has 
been revived for another year. 

The countries which would benefit at present from 
up-valuation — by either getting their imports 
cheaper or protecting their domestic market from be- 
ing drained for export—are really few: Australia, 
Venezuela, South Africa, New Zealand and possibly, 
if the price rise here is steep, Great Britain, Switz- 
erland, and Belgium. 

Fourth, the benefits of up-valuation are bound to 
be only temporary, just as the benefits of devalua- 
tion have always been. Canada and Sweden will be 
able to obtain our coal, petroleum, cotton, and all 
kinds of machinery and transportation equipment 
for fewer Canadian dollars or Swedish kronor than 
otherwise would have been the case. But after a 
while—when goods are more readily available and 
competition reappears—Canada and Sweden are 
likely to get fewer dollars and other currencies, be- 
cause their products will be more difficult to sell. In 
other words, they will 
be up against the prob- 
lem of preventing the 
shrinkage of their re- 
sources of foreign ex- 
change and gold. 

What kind of trade 
shifts are likely to be 
caused by currency up- 
valuation? In the first 
place, our exports 
should benefit (a) from 
the increased demand of 
Sweden and Canada for 
our exports, and (b) 
from the increased de- 

mand for our goods 
from the countries that 
would have normally 
bought these goods 
from Canada or Sweden 
—as Latin American 
countries have been do- 
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ing. The fact that Canada’s and Sweden’s prices 
will be higher will, on one hand, (a) encourage out- 
side countries to sell their goods to them, and, on 
the other hand, (b) discourage our buying from 
Canada and Sweden. 


Stabilization or Currency Management 


Provided that the currency up-valuation moves 
are limited to Canada and Sweden, their effect on 
our trade or on world trade will probably be hardly 
noticeable. Canadian purchases here run at the 
annual rate of about $1,100 million and Swedish im- 
ports from us will be around $160 million in 1946. 
But currency up-valuation could become serious if 
it was widespread. It would lead to increased com- 
petition for the available goods here and hence 
would have an inflationary effect. “The depreciation 
of the dollar” in terms of international currencies 
would probably also lead to a flight of nervous or 
“hot” money, domestic and foreign, away from the 
United States, and one would probably see the dol- 
lar quoted at a considerable discount in the leading 
world currency black markets, Brussels and Zurich. 

Another serious objection to up-valuation or de- 
valuation is that the countries practicing it are 
showing themselves believers in and supporters of 
currency management which requires elaborate con- 
trols over international transactions. This they are 
doing at a time when they should be concerned with 
the stabilization of their currencies and the doing- 
away with foreign exchange controls. Many coun- 
tries have been and will be tempted to manipulate 
the parity of their currencies to gain temporary 
advantages. The Americans hope that this practice 
will be stopped when the International Monetary 
Fund begins to operate (possibly this Fall) and 
when any change in the par value of currencies will 
have to be thrashed out before hand with the Inter- 
national Monetary:Fund authorities. On the other 
hand, as the British interpret the Fund’s policies 
and operations, the maintenance of balance in a 


Depreciation of the dollar in terms of Canadian and Swedish currencies is merely a mild 
type of inflation. An extreme case is illustrated by this 10,000,000 pengoe note issued 
by the Hungarian Government. Two of these notes are equal to one United States dollar. 


te MPN 
wigsa L 10 PE NG 


TIZMILLIO 
PENGO 


BUDAPEST, 1945. EVI NOVEMBER HO 16-AN 
‘AR 


rs ff rf? i- 


PES aT. 


~ <i 
10000000 


4 Ll ¥ eee Se BL NTE ri. Fanaa pele 






















WHAT VALUE FOR 


$ 4.86 
1929 


$3.50 $5.04 
19352 1934 





country’s international receipts and payments will 
depend in the future far more on the adjustments 
of exchange rates than on the adjustments of in- 
ternational prices and costs. In this connection one 
may remark that it may not always be easy to dis- 
tinguish between a change in exchange relationship 
dictated by the necessity of “establishing interna- 
tional equilibrium”, and one that is motivated simply 
by the desire to beat the gun by up-valuing the 
currency and buying abroad more cheaply one year, 
and by devaluing and thus encouraging exports the 
next year. 


Foreign Loans Inflationary 


The Canadian and Swedish up-valuation have 
been in the nature of a reminder that our interna 
tional position carries certain responsibilities and 
that, after all, the dollar is not as invulnerable as 
we were led to believe. Meanwhile, the ratification 
of the British loan and the granting by the Export- 
Import Bank of a long list of loans which have ex- 
hausted some four-fifths of its lending capacity, have 
provided the foreign nations with more dollars for 
the purchases of our goods than they can possibly 
spend without competing with the American con- 
sumer. The effect of all these loans is far more in- 
flationary as regards the competition for the avail- 
able goods in the American market, than the lower- 
ing of the price of the dollar by Canada and, Sweden. 
It is safe to say that between the loans and the 
dollar balances accumulated here during the war, the 
purchasing power of foreign countries for American 
goods has never been higher. 
German, Japanese and most French and Belgian 
competition eliminated, have the American exporters 
had so free a hand in foreign markets. 
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The plain fact is that our exports are booming oy 
On the basis of the first five month figures for 1946 oi : 
commercial exports (other than lend-lease ay 
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UNRRA shipments) are approaching the annu pee 
rate of about $7 billion. Before the war, these eq © °?’ 
ports averaged about $314 billion. According to th tala 
Secretary of Commerce, our total exports (includ a 
ing UNRRA shipments and the remaining lend a sie 
lease), our sales of surplus property abroad, ou” ws 
motion picture royalties, and our income from fom?” 
eign investments and shipping will total betwee (1) 
$14.5 and $15 billion in 1946. On the other handy “udin 
our payments for goods and services purchased fro labor 
foreigners is expected to total only about $7 billio (2) 
The difference of $7.5—$8 billion will have to bj which 
financed by loans or given away in contributions ang ing c¢ 
gifts, or paid from the gold and dollar balances of west. 
foreigners. (3) 

Export Curb Sought ae 

The reason for quoting Mr. Wallace’s figures if thus | 
to show how great the foreign demand for our goolf (4 
and services is. ‘The danger is that, in certain line# the a. 
perhaps too many goods (or services) are being sol! datio 
abroad for the good of the domestic consumer. Fo (5 
this reason, the Civilian Production Administratio ie 
has been recommending the freezing of all expo fablis 
to the average level of the first half of 1946. Thi ; 
exporters are naturally oposing this suggestion 0 (6 
the ground that it would be difficult to enforce, thay "€P™ 
we would lose ground gained during the war, and the p 
that is it is contrary to the avowed policy of tht 
U. S. Government to ease trade restrictions. 

In the past, the American people and the peopl a 
of other nations—have been taught that it is for tht oe 
well-being of a country to encourage exports anig ° 
to discourage or regulate (Continued on page 608) ave 
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§ IT POSSIBLE FoR Us to have another era of “big 
business” combinations such as characterized the 
great industrial expansion of the 1920’s? Remem- 
bering the headaches of the depression and the ensu- 
ing condemnation of giant corporations, one’s first 
impulse might be one of skepticism. The possibility 
of a recurrence is becoming increasingly evident, 
however, as new personalities come on the scene. 

Numerous legal barriers have been erected to re- 
tard growth of monopolistic practices and forma- 
tion of combinations in restraint of trade, but the 
fundamental inducements remain persuasive. Pub- 
lic opinion has been educated to regard bigness with 
suspicion and to believe selfishness and greed for 
power motivate corporate policies. In face of these 
restraints, however, many reasons may be discerned 
for anticipating a revival of merger plans. Chief 
among: these influences are: 

(1) Serious restrictions on new construction, in- 
cluding shortages of materials and unprecedented 
labor costs. 

(2) Wartime shifts in industrial populations, 
which resulted in establishment of new manufactur- 
ing centers at interior points, such as in the South- 
west. 

(83) Burdensome tax rates on current income, 
tending to induce individuals to accept long term 
capital gains subject to more moderate tax levies, 
thus encouraging sales of properties. 
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goot (4) Changes in demand for products, such as in 
_? the aircraft industry, tending to encourage consoli- 
4 Fa dations in the interest of manufacturing economies. 
. Fo 


(5) Enlarged consumer markets presenting op- 
portunities for larger concerns to compete with es- 
tablished leaders. 

(6) Great abundance of capital available for en- 
treprenurial risks in promoting and marketing to 
the public newly formed corporations. 
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'? Magnitude of Mergers 


Although there have been scores of comparatively 
small consolidations, thus far there have been few 
of first magnitude. Examples in this category 
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CORPORATE 
MERGERS? 





By H. S. COFFIN 


would include the pending billion dollar amalgama- 
tion of Chesapeake & Ohio Railway and Pere Mar- 
quette Railway now awaiting approval of the Inter- 
state Commerce Commission and the recently com- 
pleted merger of First Boston Corporation with 
Mellon Securities Corporation. 

If the Chesapeake & Ohio acquisition of Pere 
Marquette is consummated, steps may be taken to 
bring New York, Chicago & St. Louis (Nickel 
Plate) and Wheeling and Lake Erie Railway into 
the picture. Such a grouping has been proposed, 
but thus far terms satisfactory to the Nickel Plate 
stockholders have not been advanced. Robert R. 
Young, dynamic chairman of C. & O., and his asso- 
ciates are known to have ambitious expansion plans 
in view and they may stimulate developments in 
other sections. 

Another railroad merger is in the making, name- 
ly, the absorption by Kansas City Southern of its 
wholly owned Louisiana & Arkansas Railway sub- 
sidiary. The unification plan was formally ap- 
proved five or six years ago and operations gradu- 
ally are being consolidated. 


Chain Stores Expand 

The trend toward larger units is particularly 
noticeable at the moment in the department store 
field. With construction costs relatively high and 
building materials scarce, merchandising organiza- 
tions find it difficult to enlarge activities except 
through established outlets. Most of the large retail 
chains are aggressively searching for independent 
stores that may be purchased on reasonable terms. 
The latest merger in this field to attract attention 
was the linking of Kaufmann Department Stores 
with May Department Stores Co., by means of 
which the latter gained entrance into the Pittsburgh 
area. 

Other concerns preparing for expansion include 
R. H. Macy & Co., which has acquired sites for new 
stores in and around New York City and has pur- 
chased through subsidiaries additional outlets in 
the Middle West and in the South; Federated De- 
partment Stores, which has set up a special depart- 
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ment in its organization to search for desirable loca- 
tions; Allied Stores, which contemplates enlarge- 
ment of its distribution facilities for household ap- 
pliances; and Spiegel, Inc., which has been acquir- 
ing additional stores from time to time. 


Mergers in Place of Plant Expansion 


Logical industries in which to look for new align- 
ments include those which mushroomed during the 
war—such as electronics, aircraft manufacture, 
shipbuilding, etc. Numerous representatives of the 
aircraft industry have been mentioned as candidates 
for mergers, including Curtiss Wright Corp., Beech 
Aircraft, Lockheed and several smaller concerns, but 
thus far little has developed along this line. 


In the field of electronics, however, some small 
combinations have been effected. As an example, 
Raytheon Manufacturing recently took under its 
wing Submarine Signal Co., which apparently 
needed an aggressive management such as Raytheon 
possessed, while the latter found use for the signal 
company’s plant facilities. Another recent consoli- 
dation was that of Colonial Radio with Sylvania 
Electric Products, manufacturers of radio tubes, 
fluorescent lighting fixtures, etc. 


Need for additional manufacturing space and 
equipment accounts for the proposed acquisition by 
Noma Electric Corporation of Pollak Manufactur- 
ing Co., on which stockholders are being asked to 
take action later in the month. Explaining reasons 
for the merger, Henri Sadacca, president of Noma, 
said acquisition of Pollak’s plants would make un- 
necessary substantial expenditures previously con- 
templated for enlarging Noma’s capacity. The lat- 
ter has grown rapidly in recent years, partly as a 
result of working on government contracts. 


Mergers and talk of mergers obviously may have 
considerable bearing on prices of* stocks of com- 
panies involved. Thus in the last ten or twenty 
years the automobile industry has been a prolific 
source of potential amalgamations. Reports of 
suppositional combinations almost always attract 
widespread attention, possibly because the public 
remembers how General Motors Corporation and 
Chrysler Corporation were formed as a result of 
consolidation of numerous independent marufac- 
turers. When Henry Kaiser and J. W. Frazer 
joined hands to venture into passenger car produc- 
tion with their Kaiser-Frazer Corporation, it was 
only natural that Graham Paige Motors, of which 
Mr. Frazer is chairman, was mentioned as a likely 
unit for inclusion in a larger automotive organiza- 
tion that would involve small independent parts 
makers. 

The time seems hardly ripe for growth of another 
organization to compete with the “Big Three” on 
equal terms. This is because a huge deferred de- 
mand for new motor cars tempts independents to 
stay in business in the hope that they can capture a 
greater than normal share of available business while 
the large companies are handicapped in getting into 
full production. When competition becomes in- 
tense in the years ahead, however, it would not be 
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surprising to hear the usual stories of negotiations 
for a combination of independents. Some observer 
think the Kaiser-Frazer concern may be a logical 
contender for leadership if it still holds the public 
fancy and operations are successful. 

Until Messrs. Kaiser and Frazer recently spon- 
sored formation of the Portsmouth Steel Corpora- 
tion to acquire from Wheeling Steel one of its older 
units at Portsmouth, Ohio, reports had linked the 
former shipbuilding genius with a projected steel 
merger. Republic Steel and the government owned 
Geneva Steel Works in Utah were mentioned as pos- 
sible units in the combine. Nothing ever developed 
along this line, however, and the Geneva properties 
recently were disposed of by the War Assets Ad- 
ministration to a United States Steel subsidiary. 

Incidentally, U. S. Steel is proceeding with a well 
rounded program of expansion. Taking over the 
$200 million Geneva properties for $47.5 million is 
only one step. Details have been completed for ac- 
quisition from the War Assets Administration of 
$120 million of steel plants near Pittsburgh for 
about $65 million. Modernization of its facilities 
is expected to strengthen the Corporation’s com- 
petitive position. 

Another representative of the industry, Barium 
Steel, recently arranged for acquisition of additional 
units in Maryland and in Pennsylvania in line with 
an expansion which has been under way for several 
years and has involved several small independents. 


Textile Integration 


In the textile industry, vertical integration has 
been gaining headway for some time. This _ has 
brought about combinations of mills, fabricating 
facilities and marketing organizations. Textron, 
Inc., has been one of the outstanding growth com- 
panies in this field. United Merchants & Manufac- 
turers has absorbed mills and distribution facilities. 
American Viscose Corporation recently completed 
arrangements for acquiring Sylvania Industrial 
Corporation’s business consisting chiefly of cello- 
phane wrapping material and cellulose casings for 
meat and other products. 


The bright outlook for petroleum and provisions 
of the present tax law account for a broad interest 
in small independent oil producers. While high ex- 
cess profits taxes were applicable many companies 
found it profitable to use funds that otherwise would 
go for taxes to pick up small oil companies as a 
speculation. 'This interest spurred large integrated 
companies to join the competition, and several inde- 
pendents have been mentioned frequently as possible 
candidates for acquisition by nationally known or- 
ganizations. Among those linked in merger reports 
were Texas Pacific Coal & Oil Co., and Texon Oil 
and Land Co. Another producing unit recently ab- 
sorbed in a larger organization was Transwestern 
Oil, taken over by Sunray Oil. 


Air transportation some day should prove a logi- 


cal course for corporate consolidations. This rap- 
idly expanding industry is attracting new compan- 
ies which eventually may have to be taken over by 
stronger and older. (Please turn to page 608) 
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ened teagl CORPORATE FINANCE displays a 
paradox in that, although industry has emerged 
from the war in the strongest financial condition in 
history, working capital requirements have become 
pressing. Assets were so fortified by wartime cor- 
porate policy of retaining a good part of earnings 
in the form of generous depreciation, amortization 
and contingency reserves, that Ganson Purcell, for- 
mer chairman of the Securities and Exchange Com- 
emission, remarked last November that large com- 
panies would have little need to resort to outside 
financing. Yet, industry has a working capital de- 
ficiency, already reflected in rising demand for bank 
credit to near-peak levels and in the largest volume 
of new bond issues since 1936 and of new stock is- 
sues since 1930. Nor do such capital wants manifest 
signs of abating. 

Several developments have drawn down reserves 
to the point where additional funds were sought in 
the money and capital markets. To begin with, re- 
conversion of plants to civilian production after the 
war, replacement of wornout equipment, and expan- 
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sion of capacity to fill anticipated large peacetime 
demand necessitated increasing business capital ex- 
penditures. These outlays are indicated in the chart 
which portrays actual business expenditures on new 
plant and equipment for 1945 and anticipated ex- 
penditures for the first two quarters of 1946. Ex- 
penditures for such purposes more than doubled 
from the first to the last quarter of 1945, mirroring 
outlays for change-overs from war to civilian goods 
output. The machinery and automotive industries, 
for example, in which reconversion from war to 
peace usage was radical, expenses for new equipment 
and rehabilitation of plant exceeded those for 1937, 
a peak year of business expansion. Expenditures 
in the first quarter of 1946 are estimated to be but 
slightly higher than those in the last quarter of 
1945, but a sharper rise is estimated for the second 
quarter of the year. Manufacturing and mining ex- 
penditures have and will have comprised the bulk of 
the total in all quarters. 

Another factor stimulating business expenses of 
late are the opportunities afforded industry to pur- 
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chase Government surplus war plants and equip- 
ment. Up to May 31, 1946, according to the War 
Assets Administration, surplus war plants and sites 
originally costing $732,000,000 have been sold for 
$332,000,000. Surplus plants already sold or leased 
amount to about 12%, figured on original cost, of 
the 1,540 plants, costing $11,200,000,000, that ul- 
timately are expected to be declared surplus. Uni- 
ted States Steel Corporation’s purchases of the 
$200,000,000 Geneva steel works and the $120,- 
000,000 Government-owned steel plants in Du- 
quesne, Homestead and Braddock, Pennsylvania are 
the most prominent instance of such acquisitions. 
The Steel Corporation is paying $77,490,375 for 
these facilities, the price of the Geneva works alone 
being $47,000,000, with final cost of the property 
estimated at $91,000,000. Further business out- 
lays for purchase of surplus plant and equipment 
may be expected in view of the enormous amounts of 
such facilities yet to be sold. 

Besides expenditures for reconversion purposes 
and purchase of surplus plant and equipment, accu- 
mulation of inventories for civilian goods production 
and the rise in the general price level have imposed 
additional drains on reserves. ‘Though total busi- 
ness inventories at the end of April, 1946 were esti- 
mated by the Department of Commerce to be 5% 
less than just before V-E Day, inventories of 
nondurable goods industries and of wholesalers 
seemed to have enlarged by a greater relative 
amount. Department store stocks were 25% higher 
at the end of May than at the beginning of the 
year, but they were low in relation to sales volume. 

However, the urge to garner inventories is bound 
to gather force. Manufacturers, wholesalers, and 


retailers may, as in 1919, engage in an inventory- 
accumulation race in order to insure production and 


sales. Hoarding of merchandise and raw materials 
may be accelerated in anticipation of the sharpest 
rise in commodity prices since August, 1939. Later 
stages of the business cycle marked by rising indus- 
trial production usually have stimulated laying-up 
of inventories, and similar incentives will exist this 
year as physical output rolls upward. Such incen- 
tives will be especially strong this time owing to the 
current low inventory positions compared to volume 
of business. 


Larger Working Capital Needs 


Higher wages and prices also will entail needs for 
working capital. A larger amount of capital will 
be required to carry larger payrolls due both to a 
rise in wage rates and to a growing labor force as 
output expands, and a given amount of stocks of 
raw materials, semi-finished and finished goods at 
higher prices. The likelihood, therefore, is that 
heavier inventories in the future will be accompanied 
by greater expenses incurred in their purchase. In- 
creased costs, too, will raise expenditures for plant 
overhauling and replacement of equipment. U. S. 
Steel’s authorizations for new: construction were 
raised from $232,000,000 on March 31st to $297,- 
000,000 on June 30th, due in part to re-estimation 
of higher labor and materials costs in building the 
new facilities. All these cost factors will be most 
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keenly felt when industry attains capacity opers- 
tions. 

The table reveals that the war period enabled all 
nonfinancial corporations as well as the fifteen rep- 
resentative leading companies in varied lines of in- 
dustry to build up working capital much above pre. 
war years. Working capital of all nonfinancial cor. 
porations more than doubled from 1939 to 1945, 
the increase being explained by retained profits and 
by tax refunds on diminished income in the last half 
of 1945. Working capital positions were featured 
by exceptional liquidity, cash and U. S. Government 
securities amounting to nearly 84% of the total 


compared to a little over 53% in 1939. Cash on : 


hand had risen from $10.9 billion in 1939 to $22.5 
billion in 1945, and U. S. Government securities had 


increased from $2.2 billion to $21.1 billion in the; 


same period. Hence, on the basis of readily avail- 
able liquid funds, corporations seemed to be in a 
position td assume any or most expenditures that 
might have arisen without undue recourse to outside 
sources of money. 


Comparisons Cited 


It is interesting to observe that working capital 
of the fifteen big companies listed in the table rose 
only 66% against the 112% increase for all cor- 
porations. ‘This difference is to be explained by 
the far greater rise in working capital of companies 
engaged in war work and whose reconversion prob- 
lems promised to be more difficult. To cite the case 
of United Aircraft: working capital enlarged 490 % 
from 1939 to 1945; since this company and others 
in aircraft manufacturing deemed it advisable to 
lay away relatively greater amounts of profits so as 
to cushion the effects of the enormous decline in pro- 
duction following termination of war. Depletion of 
working capital in the automobile industry is illus 
trated in the decrease shown by General Motor 
from $903.4 million in 1944 to $775.2 million in 
1945, due to costs involved in change-over from wat 
to peace output. On the other hand, Loew’s, which 
had no reconversion problem whatever, recorded an 
above-average rise of 79% in working capital from 
1939 to 1945 and a 31% increase from 1944 to 
1945. 


Strikes Deplete Working Capital 


During the first half of 1946 strikes took a fur. 
ther toll of reserves. Had it not been for drawing 
upon wartime reserves, such companies as U. S. Steel 
and General Motors would have shown deficits s0 
far this year. The steel strike in the first quartet 
and the coal strike in the second quarter cost the 
Steel Corporation more than $46,000,000. In the 


two quarters the company siphoned off $28,299,808 


of reserves in order to pad earnings. Moreover, 
capital expenditures of $31,000,000 in the second 
half further diminished working capital. General 
Motors was in the same position, having transferred 
$21,132,923 from postwar contingency reserves to 
income for the first half of the year. These reserve 
transfers plus expenditures for plant improvement 
and rehabilitation and costs of strikes in the first 
quarter depleted the company’s working capital 
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from $775,229,420 at the end of December, 1945 to 
$522,166,866 on June 30, 1946. 

In consequence of widespread drawing down of 
reserves and decreased working capital positions, 
corporations have been compelled to resort to outside 
financing to a degree not dreamed of last year. One 
reflection of this trend has been a sharp rise in bank 
loans to industry. Commercial loans of all report- 
ing Federal Reserve Member Banks jumped from 
$5,926,000,000 on August 1, 1945 to $8,018,000,- 
000 on July 31, 1946, or a 35% increase over the 
year. Business loans soon, if not already, may sur- 
pass the 1929 peak. The rise in commercial loans 
has occurred at a period of curtailed production be- 
cause of strikes; therefore, when output really gets 
into stride, bank loans bid fair to enlarge at an 
accelerated pace. 

A growing development in borrowing has been a 
recourse to medium and long term bank loans, that 
is, from five to ten years duration. Such loans have 
found favor with corporations by reason of their 
greater flexibility in repayment than is the case with 
bond or preferred stock issues and their low rates of 
interest. Winthrop W. Aldrich, chairman of the 
Chase National Bank, disclosed at the last stock- 
holders’ meeting that the bulk of the borrowing de- 

anded by the bank’s customers will be in the form 
of term loans. Large corporations have been the 
‘Mmain seekers of term loan borrowing, and credit ex- 
tended in this form has run up to $50,000,000 in 
individual cases at interest charges as low as 114%. 
Borg-Warner Corporation is the latest example of 
a term-loan borrower, having arranged on July 31 

a ten-year $30,000,000 revolving credit at 

\,% interest for the first two years and at 134% 
thereafter. C. S. Davis, president of the company, 
stated that the credit should assure ample additional 

orking capital if needed when plant rehabilitation 
pnd expansion programs are completed. 


Need for New Financing 


The signal drop in General Motor’s working capi- 
al this year impelled the company to negotiate the 


rst long-term borrowing in its history. This took 
he form of a $125,000,000 note issue sold to a 
group of insurance companies, and will be in two 
series maturing in twenty and thirty years each. 
‘Few issues in the capital market have been as large 
as this, and it marks the first private deal of this 
ize for new money purposes. Proceeds of the note 
ssue will be used to provide additional funds for 
plant expenditures and working capital in order 
hat the company can expand output to meet the 
pnticipated demand for its products. | 
Urgent operating capital needs also have gener- 
hted the heaviest outpouring of new capital stock 
ssues since the halcyon days of 1929. Bond issues 
n the first seven months of 1946 amounting to $2,- 
b97,866,000 in 232 new bond issues were the largest 
or the period since 1936 when $3,204,614,000 in 
#29 issues were offered ; and stock flotations in Janu- 
try-July, 1946, totalling $534,744,390 in 123 new 
stock issues were the heaviest since the similar period 
bf 1930 when $636,215,000 in 75 new issues reached 
he market. Proceeds from new capital bond and 
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stock issues are to be used primarily for plant im- 
provement and expansion. Besides the General 
Motors note issue, the largest single new money fin- 
ancing to go into registration since the war was 
American Telephone and Telegraph Company’s sale 
of $125,000,000 of 40 year debentures. 

Just now the capital market is undergoing a time 
of “indigestion” because the flood of issues has pro- 
duced a temporary saturation of investor buying 
power. However, more than 100 security issues are 
in registration with the Securities and Exchange 
Commission, and omission of these await easing of 
the congestion in the capital market. Although siz- 
able flotations by large corporations have dominated 
the dollar volume of security sales following termin- 
ation of the conflict, a growing number of issues 
floated by small and medium-sized companies have 
featured the capital market in recent months. 
Smaller firms are especially in need of working capi- 
tal; as they lack the well-entrenched financial posi- 
tions of large, established corporations. On the 
basis of trends in the past few months one may pre- 
dict a rising proportion of stock to bond issues, and 
increased security offerings by war-hatched com- 
panies. 

It should not be imagined that growing working 
capital requirements betray a serious weakening of 
corporate ability to stay solvent or the assumption 
of indebtedness out of proportion to expected vol- 
ume of business. This may be the case for new small 
companies which may find competition with older 
firms too tough for survival. Large corporations, 
however, still are in a strong financial condition. 
This can be illustrated pointedly by General Motors 
which has lost 42% of its working capital from the 
1944 peak to June 30, 1946. In 1941, the last pre- 
war peak of business, net sales amounted to $2.44 
billion and working capital stood at $500 million. 
If sales equal or some- (Please turn to page 608) 
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By E. K. T. 


FEDERAL TRADE COMMISSION is going to do more 
“education-wise” work, rather than bearing down on 
prosecutions, under a stem-winding reorganization 
now in the works. The re-hash will include a scrap- 


ping of the present attitude toward alleged unfair 


trade practices and a “New Deal” for what has been 
termed one of the most hidebound, slow-moving and 
ineffectual agencies in Washington. 





WASHINGTON SEES: 


The long-perpetuated discussion as to who 
owns the tidelands—the United States or the 
states themselves—seems likely to continue for 
as many years as it already has. The oil indus- 
try lobby, naturally, seeks White House approval 

of the tidelands oil bill, passed in the last days 
of the session. The bill would declare that the 
states have control over the lands, much of 
their acreage known to be oil bearing. 

However, it seems unlikely that the President 
will enact the measure into law. 

The whole history of the tideland oil issue 
has been one of circumvention and evasion. The 
oil companies sought to have power vested in 
the states; Secretary Ickes instituted legal pro- 
ceedings to determine if there is any valid fed- 
eral claim to the oil; when he did, the attorney 
general of California at once tried to evade 
a court test by having Congress renounce a 
title which he insists it does not possess. 

There is still pending before the courts a case 
which would determine whether the states or 
the federal government have title to this land 
and the oil underlying it. It is the feeling among 
Washington officialdom—and reflected in edi- 
torial expressions in newspapers and magazines 
throughout the country—that the issue is judicial 
rather than political; that the courts rather than 
the Congress should determine the ownership 
of the lands. 

No matter how the discussion is resolved— 
and it's a good wager that it won't be resolved 
for some time to come—a greater problem 
hinges upon it than the determination of the 
ownership of the tidelands themselves: 





In the past, 


FTC has spent some 58 per cent of its budget on 
prosecution of cases, and only about 2 per cent for 
educational purposes. Commissioner Lowell B. 
Mason, who is doing the overhauling, wants to 
equalize the ratio. Another new angle: FTC will 
not have to wait until it gets a complaint on unfair 
trade practices before it acts (under the Mason 
plan.) Complaints are ineffective, it is pointed out, 
because they require more than two years, on the 
average to investigate. Mason, who has support of 
the White House, would send FTC investigators 
into one industry all at once, eliminate its bad trade 
practices, then move on to another. 


CLOTHING PRICES will jump to unheard of “highs” 
within a few weeks, retail clothiers’ representatives 
here predict. Just how high they will go, and when, 
depends on the OPA’s action on cotton fabrics. 
Cotton is the basis for 65 to 70 per cent of all cloth- 
ing items. Industry and OPA officials have been 
working all this week on the new ceilings, and while 
nothing has been announced as yet, industry spokes- 
men said that cotton manufacturers expect at least 
a 15 to 20 per cent boost for cotton fabrics over 
June 30 price levels. 


SEVEN INDUSTRIAL STATES will be the focal point 
in determining whether the Democrats retain or the 
Republicans regain control of the House of Repre- 
sentatives. They are, of course, Connecticut, Ilin- 
ois, Massachusetts, New York, Ohio, Pennsylvania, 
and Missouri. At the present time, these states 
have 67 Democrats and 91 Republicans in Congress, 
and it is in these that the Republican National Con- 
gressional Committee is concentrating its fire. Pol- 
itical observers look for little change in the division 
of House seats in the other 41 states on the basis of 
primary returns and other indications. 


GOAL FOR HOUSING construction under the Wyatt 
Housing Plan will be reduced to about 1,000,000 
units this year from the 1,200,000 originally 
planned (and in most quarters there is serious 
doubt if even che reduced goal will be approxi- 
mated.) 
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General Motors -Production of Passenger Cars in the United 
States for the past week rose more than 1600 units above the 
preceding week, despite a slight increase in the total number 
of supplier strikes. Improved production in this country 
results from the fact that many of the recent supplier strikes 
re affecting GM's Canadian Divisions only, while the strike 
situation in this country is improving. 














THE FIRST FOOD REPORT of the director general of the 
Food and Agriculture Organization of the United States declares 
that the "continuing world food emergency has given an unex— 
pected turn to the work of the FAO." FAO was drawn into the 
business to meet the early food crisis, in a period which norm- 
ally would have been devoted almost wholly to building staff 
and otherwise laying the foundations of long range research, 
educational and advisory services. 








Although FAO draws its responsibilities in the fields of food and agriculture 
directly from adherence of its member governments, its constitution provides for 
close relationship with the United Nations; and it is expected to take its place as 
one of the specialized agencies associated in the Social and Economic Council. 





producers of building materials have been unveiled by Housing Expediter Wyatt. 

The regulations Wyatt has in mind (as well as those he has promulgated), affect 
minor segments of industry — northern and southern hardwood flooring, radiators, 
cast-iron soil pipe, and the like — but the failure of Congress to pass the Wagner 
Ellender-Taft measure for a long—time housing program piques the planners no little. 


partisan joint committee to investigate the failure of the Veterans Emergency 
Housing Program to provide homes. The request came from the Legislative Service 
of the Veterans of Foreign Wars. 


The manpower shortage in the heavy industries has some manufacturers in a 
tizzy. Women workers who did an outstanding, or even creditable job in wartime are 
being screened out of the lists of employees, and may be asked to return. 








IT will be November before heavy magazine stock and other coated papers will 
be available. 


Failure of the Senate to pass the federal "pay raise” bill for old-age pen— 
Sioners will mean its reintroduction in the next Congress. 





Most veterans, whether they planted the flag on Suribachi or spent the war 
at a Washington desk, are watching the changing hues of Congress and its bids for 
the veterans' vote. In the House, the November elections will tell the tale, and 
it is a forgone conclusion that there will be many World War II veterans elected. 
After the 1948 elections, to coin a phrase, "anything can happen" and it probably 
will. At least half the veterans are cognizant of the disastrous effect that a 
bonus, or even the bits of veterans legislation already enacted, will have on the 
entire economy (and the half mentioned are among the taxpaying brackets), but they 
realize that they are powerless to stop it in the face of a concerted drive by the 
veterans’ organizations. The-general feeling among the individuals is that they 
are "agin" it, but if it's passed they'll take it. 
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duction of trade barriers. 

the United Nations, including Britain, Russia, France, and Netherlands, and the 
United States. Just who the representatives of these countries will be, and of what 
hue, remains to be seen. A general conference to promote freer trade, with all U.N. 


nembers invited, will be held later, using an agenda drawn up at-at the earlier con- | 


ference. 


One of the most persistent cases in Congressional history is the Garsson 
case, involving not only Chairman May of the House Military Affairs Committee but 
many high-ranking Army officers and officials of even higher standing. Because of 
these widespread ramifications, the Mead committee (which started the whole. busi- 
ness) will have a harder time closing up its probe than anyone can imagine (except 
Senator Mead). The charge by Mr. May (who lives in a glass house, to say the least) 
that Mr. Mead is only using his investigatorial powers as a springboard to the New 








York governorship, is not without basis, in the opinion of 98 per cent of Washington 2 


newspapermen and other observers. But, say many cynics and doubting Thomases, Mr. 
Mead may now have a bear by the tail and may not be able to let go of it. It may, 
they say, develop into one of Henry Wallace's boomerangs — with which he plays 
wherever time and space permit. 


Batt Policy Commission soon will rcommend stabilization of U.S. synthetic 


rubber production at 250,000 tons a year in a report to President Truman. The report 


will point out that production of natural rubber will approximate pre-war volume 
before long. 


Bonds due in 1949, 1950 and 1951 will be used to pay enlisted men and women 
for their so-called "terminal leave." It only adds some three billion dollars to 
the national debt, and will solve a lot of headaches for the legislators back home. 


New labor legislation next January is foreseen by many Washington labor ob-— 
servers. This would be one of the few results from the highly disturbed labor-— 
management situation this year, which produced many days of heated debate over dras-— 
tic proposals to curb labor unions, but resulted in nothing. 





Agency's plenary meeting at at Geneva, | suggested that the agency should start liquid— 


ating’ October 1. He also accused the Red Army of taking much needed food and petrol- 
eum supplies from Austria. 


General Electric Co. plans to eventually employ 160,000 persons by 1948 when 
it expects annual sales to reach $1 billion. At present the company has 130,000 on 
its payrolls, which compares with pre-war employment total of 70,000. 








Income payments to individuals in June were at an annual rate of $160.6 
billion, compared with actual payments of $160.8 billion, a record high, in the full 
year 1945, according to a report of the Department of Commerce. Disbursements by 
private industry rose to a new peak in June and were 6 per cent greater than in July 
1945, the last full month of the war. 


Department of Commerce reported that the Aircraft manufacturers had a back- 
jog of orders on June 30, last, of nearly 47,000 private aircraft and about 700 
commercial planes with a total value of $411.5 million. Military backlog declined 
during the mnth to $643 million from $645 million at end of preceding month, while 
total of military and commercial orders increased to $1.054 million from $1,036 
million a month previous. In addition to these unfilled orders, the industry had 
on hand $18 million of conversion orders, mostly of military types into airliners 
and substantial orders for spare parts, in addition to orders for other products 
in excess of $64 million. 
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What P rospects 


FOR AN 
American 


MERCHANT 
MARINE 


ges EXTENT of the metamorphosis which has been 
accomplished in the shipping industry stands out 
in sharp relief when it is recalled that prior to the 
start of World War II, our merchant fleet, in addi- 
tion to being handicapped by obsolescence, was 
poorly situated to compete with foreign ships be- 
cause of high costs and disadvantageous rates. With 
a surplus shipping tonnage inherited from the First 
World War still overhanging the market, with Am- 
erican crews the highest paid in the world, and con- 
fronted with low-cost foreign construction, our do- 
mestic merchant fleet steadily deteriorated despite 
governmental subsidies. 

The glaring inadequacy of our domestic shipping 
facilities to meet the requirements of an impending 
five-front war was a major Governmental problem 
early in 1942 and the need for immediate action 
was quickly appreciated. In fact as early as June, 
1941, fifty per cent of the vessels in the coastwise 
trade were taken over by the Government for de- 
fense purposes, and by March, 1942 all coastwise 
vessels had been transferred to war use. 

Following VJ Day the tonnage of vessels under 
construction and/or under contract fell off sharply 
amounting to only 753,067 gross tons as of June 
Ist, 1946 as compared with a total of 20,742,255 
gross tons on July Ist, 1943, the peak of the ship- 
building backlog. T he wartime program, however, 
greatly increased our merchant fleet and notwith- 
standing war losses the total of Government and 
priv ately owned ships totaled 5,329 vessels aggre- 
gating 56,850,395 deadw eight was on July 1, 1946, 
according to data released by the United States 
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Maritime Commission. The result is that today 
American flag ships make up about 85 per cent of 
the world fleet and carry 70 per cent of our own 
foreign commerce. We have, in short, become the 
world’s leading maritime influence in less than five 
years and the burning question of the moment is 
whether we will continue to hold our les audership ; or 
again sink back to the indifferent and discouraging 
(for ship operators) conditions of prewar years. 


War a Boon to Private Companies 


The plight of domestic steamship companies in 
1937 was not an enviable one either judged by op- 
erating earnings and return on investment, or 
viewed from the standpoint of working capital. For 
most companies it was a dreary struggle for sur- 
vival. The war, however, changed conditions enor- 
mously to their advantage and today they have a 
new lease on life which it is to be hoped will prove 
more than transitory. 

During the war years all vessel operations were 
conducted for account of the Government with 
company-owned ships bareboat chartered to the 
War Shipping Administration. In addition, new 
ships built during the war were assigned to the 
companies to be operated as agents for the WSA. 
Such vessels were assigned to almost 100 steamship 
companies as general agents, in proportion to the 
experience and capacity of each operator. The 
agency duties with which these companies were 
charged included the complete husbanding of the 
vessel involving manning, fueling, equipping » sup- 
plying victualling, arranging for and supervising 
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repairs, and other functions connected with the ves- 
sel’s operation. United States Lines, for example, 
operated a maximum of 115 such vessels in 1945; 
American Hawaiian Steamship Company in the 
same year operated 82 agency ships for the WSA 
as compared with its own fleet of only 12 vessels; 
while Atlantic Gulf and West Indies Steamship 
Lines had 58 such vessels assigned to it as con- 
trasted with only eleven ships of its own operated 
under bareboat charters. 

The result was that substantially all of these com- 
panies’ operating income was derived from various 
agreements with WSA, including bareboat and time 
charters on company-owned vessels, service agree- 
ments under which the company served as the Gov- 
ernment’s operating agent, terminal operating 
agreements, cargo handling and so on. But the 
companies prospered as the large increases in work- 
ing capital and expanded earnings in the accom- 
panying table discloses. This does not, however, 
tell the whole story since space did not permit in- 
clusion of such important financial items as insur- 
ance and ship replacement funds. 

As of December 31, 1945, for example, American 
Hawaiian had $12,042,043 invested in U. S. Gov- 
ernment securities, or in cash, representing Vessel 
Replacement Fund assets; while Atlantic Gulf & 
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West Indies received over $3,300,000 in 1945 as 
just compensation for vessels lost while under char- 
ter to, or requisitioned for title by, the WSA. Con- 
parable funds established by the United States 
Lines under the Merchant Marine Act of 1936 tot- 
aled $13,241,698 at the close of 1945. 

There is some question, however, as to the tax 
status of some of these funds which is interfering 
with plans of major subsidized lines to acquire new 
ships. The Treasury Department, it seems, is out 
in force to end tax exemption on deposits made dur- 
ing the war on the theory that these subsidy con- 
tracts, of which the tax exemption feature was a 
part, were suspended in 1942. Meanwhile, a sub- 
stantial amount of the funds are available, in any 
case, for new ship purchases and this, combined with 
materially reduced debt and vastly augmented cur- 
rent finances, constitutes the companies’ heritage 
carried over from the war years. 


Facing a Problematical Future 

Granting that the shipping companies are launch- 
ing their reconversion programs in good financial 
shape and with more conservative capital structures; 
and admitting also that the hazards of war elimin- 
ated many over-age and obsolete vessels thus rather 
forcibly promoting modernization; the future, 
nevertheless, is far from rosy. 

Of the many problems that face the American 
steamship industry today, none is more important 
or more pressing than that of labor. To begin with, 
it must be remembered that the shipping business is 
an international one and domestic operators must 
compete with foreign flag ships. In this respect we 
were always vitally handicapped by incomparably 
higher wage scales, but this factor was intensified 
during the war years by an average wage increase 
for American merchant seaman of approximately 75 
per cent, with hardly any corresponding increases 
abroad. The result is that an able seaman on United 
States ships now receives a base pay of $189 a 
month while the average income for the same rating ff 
on ships of fourteen other leading maritime nations ff 
of the world is $58.25. The scale ranges from $17 
a month for an AB seaman on a Chilean flag ship 
to $81 on a Canadian ship. These differentials are 
particularly hard on unsubsidized shipping com- 
panies which, by the way, account for about 60 per 
cent of the American fleet engaged on foreign routes. 
Furthermore, over and above the higher wage scales 
the powerful National Maritime Union and the 
Seafarers International Union have imposed 
troublesome and costly rules as to manning require- 
ments, and “penalty” wage increases. 

As was stated before, the American merchant 
marine has emerged from the war in an improved 
position to go forward, but this opportunity and 
advantage can be lost if the industry is continually 
beset by work stoppages and strike threats. Every- 
one, including labor, will be the loser if operating 
costs become so high and labor strife so frequent 
that American flag service becomes unattractive to 
potential shippers. Such a condition can only result 
in a serious reduction in the number of ships op- 
erated. 
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In this connection it is of interest to point out 
that shipping lines not engaged in foreign trade 
have to pay the same wage scales and this impairs 
their competitive position with other forms of trans- 
portation, notably railroads. Coastwise shipping is 
a good case in point. Such services were discontin- 
ued during the war period, with the inevitable re- 
sult that coastwise steamship lines’ traffic was div- 
erted to other channels. In an effort to rehabilitate 
the coastwise services the War Shipping Adminis- 
tration obtained the Inter- 


LEADING COMPETITORS FOR SHIPPING TRADE 


ee ae 


SHIPPING CAPACITIES IN MILLIONS 


OF GROSS TONS 


ONE BOAT = TEN MILLION GROSS TONS 


In the face of such problems posed by labor, rates 
and competition, American steamship companies 
must also solve the riddle of proper postwar fleet 
facilities that can be operated profitably. Effective 
March 2, 1946, control of international shipping by 
the United Maritime Authority was discontinued, 
and the WSA directed that the vessels which it had 
chartered from steamship owners be redelivered to 
the owners in order that they might resume commer- 
cial operations. Shortly (Please turn to page 605) 








state Commerce Commission’s 
approval to assign vessels to 
companies holdin g certifi- 
cates of convenience and nec- 
essity in that trade. The ves- 
sels were to be operated for 
the Government’s account un- 


; ‘ é Cash—purchase 
til such time as the lines were 7 


Lend-lease 


Recent Trends in U. S. Foreign Trade 


Value (in $ thousand) 
Exports, including reexports.......... 


1936 - 38 1946 
Monthly Avge. January February 





March April 


$757,786 


586,940 
80,304 


$247,211 
247,211 


$798,996 


543,564 
130,148 


$671,228 


480,426 
99,607 


$8]5,063 
591,754 
116,353 





in a position to resume nor- “ ULNLR.R.A. 


125,284 91,195 106,956 90,542 





mal operations themselves. It 
soon developed, however, that 
operating costs had substan- 
tially increased in the interim 
whereas freight rates of the 


Cash—purchase 
Lend-lease 


General imports 
Imports for 


Exports, U.S. merchandise 


788,265 
576,188 
115,465 

96,612 


741,163 
575,398 
78,229 
87,536 


779,585 
531,828 
124,900 


650,563 
467,073 
98,070 
85,420 








122,857 


405,662 
392,969 


393,809 
400,304 


317,813 
306,695 


383,705 
373,361 


207,408 
205,096 





water lines had been practi- 





cally frozen since early in 
1942. Accordingly, it ap- 
pears doubtful that the Gov- 
ernment will continue coast- 
Wise operations at a loss, and 
private companies have open- 
ly expressed their intention of 
avoiding this field until an 
opportunity for reasonable 
profit is assured. 
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Indexes 
Exports, U. S. merchandise: 
— Value as 
Quantity 
Unit value 








Imports for consumption: 


Value 
Quantity 
Unit value 











Source: Foreign Commerce Weekly. 

















1946 Special Re-appraisals 


of Values, Earnings and Dividend Forecasts 


eer OF THE ECONOMY into 
the second half year brings 
widely divergent prospects for 
shareholders in most concerns. 
Harassed by labor troubles, 
shortage of parts and materials, 
hampered by mounting costs and 
price restrictions, many enter- 
prises have experienced tough go- 
ing. Conversely, numerous companies have surged 
ahead to spearhead the race towards the long her- 
alded boom. 

Whether near term developments likely to emerge 
warrant confidence or pessimism to shareholders in 
this or that corporation has now become a serious 
problem, calling for access to facts and use of 
soundly based judgment. Seldom as at the moment 
have economics, politics and social forces combined 
to cloud potentials for stable income or appreciation. 
Hence, wise investors will be alert to scrutinize their 
portfolios, for with intelligent appraisal certain re- 
visions may prove constructive; study of all weighty 
factors may suggest profit taking, substitutions or 
retention. In the light of current conditions, pro- 
gram policies perhaps should be entirely overhauled. 

In order to assist our subscribers in formulating 
investment decisions, the Magazine of Wall Street 
presents its Security appraisals and Dividend Fore- 
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Prospects and Ratings for 
Steels, Chemicals, Liquors, 
Rubber Processors and 
Metal Fabricator Stocks 


PART II 


casts at six months intervals, in 
addition to its regular coverage of 
important economic and indus- 
trial developments in each issue. 
By this method, the maximum 
number of industries are periodi- 
cally reviewed on the basis of re- 
cent information available, along 
with up-to-date statistical data 
for ready comparisons. Supplementing this, brief 
comments on the status of each individual company 
listed on the table are presented. 

They key to our ratings of investment quality and 
current earnings trend of the individual stocks— 
the last columns in the tables, preceding comment— 
is as follows: A+, Top Quality; A, High Grade; 
B, Good; C+, Fair; C, Marginal. The accom 
panying numerals indicate current earnings trends 
thus: 1—Upward; 2—Steady ; 3—Downward. For 
example, Al denotes a stock of high grade invest- 
ment quality with an upward current earnings trend. 

Stocks marked with a W in the tabulations are 
recommended for income return. Issues regarded as 
having above average appreciation potentials are 
denoted by the letter X. Purchases for appreciation 
should of course be timed with the trend and invest- 
ment advice offered in the A. T. Miller market 
analysis in every issue of this publication. 
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STEELS 


By GEORGE W. MATHIS 





pein of steadily increasing pro- 
duction by the giant steel indus- 


try provide encouraging evidence 
that, barring further interruptions 
such as hampered progress early in 
the year, the second half of 1946 is 
likely to gladden shareholders in the 
leading concerns. 

With operations drastically cur- 
tailed by strikes in the first quarter, 
and with the stoppage of coal production a serious 
factor in the June three months period, the rate of re- 
covery since attests to the fact that management has 
lost none of its almost miraculous skill established in 
war years. Contrasting with a low point of 43% 
of capacity during the week of June 3, production 
of ingots by the industry leaped to about 87% by 
the end of the month, advancing more slowly to a 
postwar peak above 90% in recent weeks. In in- 
dividual instances, that of Bethlehem Steel Cor- 
poration for example, current production is re- 
ported to have reached a level of even 99%. 

Trouble is that since the termination of the war, 
steel ingot production, for reasons well known, has 
totaled only 51.3 million tons compared with 73.3 
million tons in the corresponding ten months period 
ended in August, 1945. This 22 million tons lag 
has created a drastic shortage which only time and 
all-out efforts can overcome, as industrial demand 
for practically every form of steel products is of 
record peacetime proportions. As matters stand, 
producers of ingots, sheets, strips, bars, plates, 
pipe and structural steels are booked to capacity 
for the balance of 1946, and few of them have been 
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Illustrations show tapping of steel from open hearth furnace, heated 
steel ingot ready for rolling into rails, and one of the largest blast 
furnaces in operation with daily rated capacity of over 1300 tons. 


willing to accept orders yet for early 1947.  Allo- 
cations to customers is the rule of the day generally, 
with prices to be set as of delivery date. Main hope 
of shrinking the huge backlog of accumulated orders 
by the year end is an optimistic raising of sights to 
produce 40 million tons of ingots during the second 
half if it is a possible thing. 

But while ingot production is the basic problem 
besetting most branches of the steel industry, earn- 
ings potentials of individual fabricators are likely 
to vary considerably due to difficulties in balancing 
deliveries of essential supplies. Hence orders booked 
may prove an unreliable index of probable profits, 
despite encouraging statistics bearmg upon capa- 
city. And CPA has added confusion by instituting 
a certification of orders program which allows only 
a month’s time leeway in bookings. ‘This has upset 
many a producer’s factory schedule. Furthermore, 
Federal regulations now require that a proportion 
of all output must be shipped to warehouses, in or- 
der to broaden distribution to hard pressed local 
customers all over the country, thus curtailing sup- 
plies still more. All said, the highly integrated con- 
cerns in the industry are in a more fortunate posi- 

ae 














tion as to production potentials than those depend- 
ent upon outsiders for primary supplies. Indeed, 
some of the latter may even have to shut down for 
brief periods during coming months due to short- 
ages likely to develop. 

But even the best integrated units in the industry 
are far from experiencing a prospect for entirely 
smooth sailing as the second half year unfolds. 
Rather is it true that some current problems lave 
reached such an acute stage as to cause a lot of 
worry. In the first place, the scarcity of steel scrap 
has become so pronounced that the mills are re- 
ported down to.a mere two weeks supply. To the 
uninformed it should be pointed out that in the pro- 
duction of ingots, practice of the smelters has al- 
ways been to use about 40% scrap for mixture with 
a larger amount of new material. Contrary to or- 
dinary belief, about three quarters of the scrap used 
is provided by the steel industry itself, representing 
trimmings and odds and ends which add up to siz- 
able supplies. The balance is gathered from makers 
of durables all over the country, as well as from 
scrap dealers of various description. In normal 
times, such items as junked automobiles and worn 
out freight cars substantially boost the supply, but 
under current conditions these are inadequate. 

Unless iron and steel scrap in much larger 
amounts than are now available become immediately 
available, some leaders in the industry predict that 
the national steel production rate will decline 
severely within the next few weeks. Interestingly 
enough, the rebirth of OPA may tend to be a con- 
structive factor in increasing scrap supplies, for 
both the industry itself and the Civilian Production 
Administration claim that, perhaps validly, price 
uncertainties of late have influenced many holders 
of scrap to withdraw all offerings from the market 
for speculative motives. In the near future, OPA 



































Acute shortage of steel scrap and shortages of 
freight cars for removing the finished product 
is curtailing steel production in many plants. 


































may dispel chances for illusionary profits from this 
program, thus swelling available supplies. 

Reconversion Director John Steelman likewise 
has come to the rescue with promises that steel mills 
as rapidly as possible will receive substantial 
amounts of scrap from surplus ships, tanks, guns, 
etc., to alleviate the current acute shortage. In 
fact, all agencies of the Government are to co- 
operate in speeding up the dismemberment of un- 
needed steel equipment, headed by the Navy and 
Maritime Commission already in step to junk sev- 
eral hundred ships, and under orders to return to 
this country all the foreign-located potential scrap 
for which they have cargo space. Additionally, the 
War Assets Administration is hastening to bolster 
supplies by releasing a lot of obsolete machine tools 
or hard-to-sell equipment for conversion into scrap. 
Such combined efforts by Washington not only 
highlight the serious aspects of the current short- 
age, but also point to substantial relief, provided it 
is not too long in arriving. 

As if the steel industry had not already experi- 
enced enough handicaps in meeting the pressure for 
its products, another new bottleneck has made its 
appearance to worry all hands. This time it is a 
serious shortage of fre *, not alon. ding 
the arrival of scrap and other basic materials tw the 
mills, but also slowing up deliveries of all their 
products to their customers. Just recently, Carne- 
gie-Illinois Steel Co. had to bank two blast furnaces 
and six open-hearth furnaces because of lack of in- 
coming transport. Fact seems to be that the rai)- 
roads have been slow in ordering new equipment, 
preferring to get the last ounce of wear out of their 
long obsolete equipment until the progress of the 
economy became more clear. But less blame at- 
taches in this direction when it is realized that lack 
of steel has forced car manufacturers during the 
first six months to make a sorry production record 
compared with the substantial orders for new freight 
trains which they did receive. A more rational ex- 
planation of the car shortage is the evident record 
activity in the general business world, but this will 
not solve the problem unless more cars are allotted 
to the steel industry, voluntarily or otherwise. 


Earnings Outlook Uncertain 


Granted that current physical problems may be 
solved better than might seem possible at the mo- 
ment, or least progressively, the aspect of earnings 
potentials during the next six months looms up with 
above-average uncertainties. Here the obscurity 
over rising prices for labor, coal, pig iron, ore, 
metals for alloys and transportation in relation to 
OPA ceilines for products turned out constitutes 
the main difficulty in appraising net results. For 
the time being, at least, wage costs have settled 
down to a determinable level collarwise, although 
the quantity and quality of available labor still re- 
mains variable with different concerns. Prices for 
nearly every component in steel making are likely 
to advance during near term months, creating 4 
corresponding squeeze upon profit margins unless 
further relief comes from OPA. Under the terms 
of the new Extension (Please turn to page 604) 
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Financial Analysis of Steel Producers 


Net Per Share 
6 Months to Current 
June 30, 1946 


Price Invest- 
1941-44 944 Recent Earnings Dividend ment 
1945 Average Dividend* 


1 
Dividend Price Ratio Yield Rating 


COMMENTS 





Acme Steel 





w 


$1.74 $2.00 $2.24 $1.70 $1.40 $47 23.5 3.6% BI 


Likely to benefit from increased 
efficiency and tax relief. Dividend 
outlook promising. 





Allegheny Ludium Steel 
x 


2.00 53 19.7 B2 


Stainless and alloy steels in wide 
demand enhances potentials. No 
change in dividend rate likely. 





American Rolling Mill 


x 


2.58(e) 1.92 -90 


Profitable operations in 1946 prob- 
able due to major emphasis upon 
production of light and stainless 
steels. Dividend secure. 





Bethlehem Steel 


Current dividend well covered by 
recent net reported. 





Byers, A. M. 


def. 1.54Mr3 


Rising costs of materials, plus short- 
ages, cloud near term earnings 
prospects. Operating losses may 
continue to preclude dividend. : 





Carpenter Steel 


A specialist in stainless and alloy 
steel, with fair potentials for im- 
proved earnings. Current dividend 
probably stable. 





Colorado Fuel & Iron 


Important producer of steel rails. 
Hampered by smaller volume and 
rising costs. Conservative dividend 
not likely to change. 





Continental Steel (b) 


Large agricultural demand for wire, 
sheets and fencing should improve 
volume if primary bars are obtain- 
able. Present dividend should hold. 





Crucible Steell..................cc.00 


def. 4.83Mr3 


Despite pore half conditions, 1946 
net likely to cempare favorably 
with 1945. Earnings amply cover 


current dividend. 





Inland Steel (c) 


Outlook for this concern has much 
cee, —- 
,¥ le rT] 





Present dividend rate assured. 





Interlake fron 


Competitive position enhanced by 
shortage of scrap. Earnings should 
improve through advance in prod- 
uct prices. Dividend prebably safe. 





Jones & Laughlin Steel. 
x 


1946 net not likely to differ much 
from 1945. Fair assurance of con- 
tinued dividend Is indicated. 





Keystone Steel & Wire 


w 


2.78(a) 


Featured by absence of labor trou- 
bles in the current year, this pro- 
ducer should make good showing for 
1946. Dividend stable. 





National Steel 


w 


Strong demand for light steels like- 
ly to be met from expanded facili- 
ties. Dividend distributions assured 
and may improve. 





Republic Steel . 


Poor operating conditions first half 
may hold down 1946 earnings poten- 
tials. Dividend probably secure. 





Shoron Steel 


x 


Important acquisitions enhance vol- 
ume potentials. cost controls 
favor i a for better earn- 
ings. ividend amply covered. 





Superior Steel 


x 


If company can get supplies of steel 
billets, volume in second half should 
produce satisfactory profits. No 
change in dividend apparent. 





U. S. Pipe & Foundry 


Huge demand for products likely to 
— for several years. Dividend 
stable. 





U. S. Steel 


x 


Policies to concentrate upon produc- 
tion of more profitable items en- 
hances earnings potentials. $4 divi- 
dend not likely to change. 





Wheeling Steel 


x 


Considerable output of consumer 
durables in broad demand enhances 
prospects. Probable earnings up- 
trend supports dividend stability. 





Woodward Iron 


Probable advance in price ceilings 
for pig iron favors outlook for this 
important Southern producer. Cur- 
rent dividend seems safe. 





Youngstown Sheet & Tube... 


Heavy demand for sheets increas- 
ing volume. 1946 net may top 1945 
considerably. Recently increased 
dividend to 75 cents. 





*12 months to date. 








Mr3—For 3 tionths ended March 31. 
(a)—Fiscal year ended June 30, 1946. \ (e)—A fter extraordinary and non-recurrent adjustments, net was $3.96 
(b)—All figures adjusted for 2'/2-for-1 split effected March 19, 1946. 


Mr9—for 9 months ended March 31. 
(c)—All figures for 3-for-1 spit effected 


def.—Deficit. 
“April 24, 1946. 
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An Ethyl Benzene cracking plant 
engaged in converting Ethy! 
Benzene into crude Styrene 


i } 


L vergent 


O the re 


By ROGER CARLESON 


b peade RECENT pessimistic announcements by 
the Civilian Production Administration that the 
near term outlook for the chemical industry “is any- 
thing but satisfactory,” a study of the situation 
seems to disclose so many favorable factors that 
shareholders in leading concerns can view the second 
half potentials with above average confidence. 
Sharp Earnings Increases Noted 

While certain segments of this immense industry 
have been, and still are, hampered by operational 
difficulties of one kind or another, compared with 
those of other important industries they appear 
relatively insignificant. Indeed, ever since VJ Day 
chemical manufacturers generally have been out- 
standing in their ability to merely shift customers 
for their products, without the usual reconversion 
delays and expense. In this process, civilian de- 
mand has proved so extensive that volume has de- 
clined only slightly below the 1945 level, and 
through tax relief in the current year, plus ac- 
cess to more profitable markets than the tightly 
priced Federal one, the general trend of net earn- 
ings has been sharply upward. 

During the chaotic first quarter, for instance, 
when red ink featured the reports of many basic 
industrial concerns, net earnings of 26 representa- 
tive chemical manufacturers showed an average 
gain of 74% compared with the relative 1945 per- 
iod, only four of them registering declines, for 
reasons easily explainable. Reports for the first 
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half year just beginning to appear are equally en- 
couraging, as will be noted by reference to the ap- 
pended table. Unless something unforeseen occurs 
to check the current upswing of the economy into 


accelerated activity during the balance of 1946, 


final results for the year should prove by no means 
displeasing to management and shareholders in most 
strong concerns engaged in chemical manufacture. 


Many Types of Chemical Producers 

The chemical industry is so broad in definition 
that within the scope of this article it is practical 
enly to consider potentials for restricted groups, 
and at that in a rather brief manner. The secular 
growth of chemistry has reached such proportions 
that quite aside from the industry proper, outsiders 
have invaded the field on a tremendous scale, the 
oil industry for example now holding the banner 
for volume sales of chemical products. The steel, 
leather, rubber and textile industries also are spend- 
ing large sums upon chemical research, not to men- 
tion paints, foods and others. Fact is that chemistry 
involves a study of the basic composition of all mat- 
ter and a re-arrangement of its components. Hence 
every manufacturer is alert to stimulate progress 
in this vast field. But wider spread knowledge of 
the subject only tends to enhance potentials for the 
strongly entrenched producers of the basic chemi- 
vals included in our discussion. 

Chief worries of the (Please turn to page 598) 
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Financial Survey of Leading Chemical Producers 


Net Per Share Price I 
1946 Fiscal Year 1941-44 Current 1944 Recent Earnings Dividend 


avest- 
ment 


Interim 1945 Average Dividend* Dividend Price Ratio Yield Rating 


COMMENTS 





$.64Je6 $3.04 $2.39 $2.00 $2.00 $51 16.7 3.9% 





A2 


A leading maker of oxygen and 
acetylene, along with their equip- 
ment. Also dry ice and special 
chemicals. Earnings trend up. Divi- 
dent safe. 





Allied Chemical & Dye 


Larger producer of alkilis, acids 
and heavy chemical Expanding 
sales and tax savings enhance pros- 
pects. Dividend well assured. 








American Agricult. Chem 2.53Mr9 


w 


Dominant producer of fertilizers. 
Strong financial position and ex- 
pending volume tend to stabilize 
current distributions. 





American Cyanamid 


X 


Substantially diversified output in- 
cludes dyes, acids, cyanides, ferti- 
lizers and resins. Good cost con- 
trol supports dividend stability. 





Atlas Powder 1.30Je6 


Lack of military sales partially off- 
set by production of lacquers and | 
cellulose products. Dividend prob- 
ably will be maintained. 








w 


A major factor in the field of car- 
bon blacks and synthetic oxides. Up- 
trend in sales and profits likely. | 
Dividend well secured. | 





One of the largest producers of | 
various alcohols, dry ice, and anti- 
freeze mixtures. Shortages restrict- | 
ing production but dividend stable. | 





3.61Fe? 





Mokes more than 500 chemicals. 
Established earning power likely to 
show improvement. Freupasie bright 
and dividend amply earned. 





4.67Je6 


w 


The largest chemical manufacturer, 
with many diversified investments. 
Current earnings trend sharply up- 
ward. Dividend assuredly safe. 





Freeport Sulphur 2.50Je6 


Ww 


Important producer of sulphur and 
manganese. Current good business 
likely to continue for some time. 
Dividend probably will not change. 





Hercules Powder (a) 1.30Je6 


w 


Extensive chemical production sup- 
plements output of explosives. Low- | 
er taxes likely to enhance earnings 
potentials. Dividend well covered. 





Mathieson Alkali Wks. .......... 1.04Je6 


Ranks fifth in special field. Large 
demand for products points to ex- 
pending volume and profits. Fair 
chance of dividend increase. | 





Monsanto Chemical (b) 


Strongly established in trade as 
producer of 300 chemicals. Pros- | 
pects bright despite current strike. | 
Dividend recently increased. 





Texas Gulf Sulphur 1.70Je6 


w 


Produces about 50% of domestic | 
sulphur. Current heavy demand 
here and abroad enlarges earnings | 
potentials. $2.50 dividend assured. | 





Union Carbide & Carbon 2.66Je6 


w 


Second largest chemical concern, 

with prospects of sharply expanding | 
sales and profits in near term. Divi- | 
dend distributions stable. | 





United Carbon 1.70Mr3 


Second in rank among producers of | 
carbon black. Improvement in earn- | 
ings expected in current year. $3 | 
dividend may be raised. } 





U. S. Ind. Chemical 1.33Je3 


Leading producer of ethyl alcohol, 
with diversification in various chem- | 
icals. Outlook currently clouded by | 
shortages. Dividend safe. 





Victor Chemical 





Ranks second as producer of phos- | 
phoric acid. Expanding growth in | 
food and soap industries enhances | 
prospects. Dividend position secure. | 





Westvaco Chlorine 1.04Je6 


An important specialist in chlorines | 
and caustic soda. 1946 net trend- 
ing upward. No change in dividend | 
rate indicated. | 





*12 months to date. Mr—Fiscal year ended March 31, 1946. 
(a)—All figures adjusted for 2-for-1 split effected April 15, 1946. 
(b)—All figures adjusted for 3-for-1 split effected July 23, 1946. 


Fe 9—9 months ended February 28. Mr3—3 months ended March 31. Mr9—9 months ended March 31. 
months ended June 30. 


Je6—6& months ended June 30. Je3—3 
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a ae ae At 
The LIQUORS 





By H. F. TRAVIS 


UST AS EVERY PLAY must have its leading charac- 

ters, every bull market must have its stars, and 
in the present market the liquor stocks have been 
outstanding from the standpoint of earnings and 
market performance. Schenley has been split so 
many times, traders have lost count, and it is not 
unusual for the board room habitués to speculate on 
the next Schenley split-up before the present has 
been accomplished. 

Recent restrictions on the use of grain for whis- 


Stocks of whisky in warehouses for ageing purposes should 
show a considerable increase in current fiscal year. 


key production have inspired much protest on the 
part of the distillers, who claim that this move is 
purely political and will have no effect on the starv- 
ing populations of the world, as the grain used i in 
whiskey distilling and in the brewing industry is 
unfit for human consumption, and in addition, the 
residue from distilling and brewing operations js 
later sold as feed for livestock, thus involving no 
waste of any kind. In reality, these operations are 
an economic benefit, use of this grain to provide al- 
cohol, and at the same time create more food by 
fattening livestock. These restrictions will xen 
ally be removed in the future, however, with pros- 
pects of record crops and reports of large crops an- 
ticipated for European countries, and prospects 
that these countries will be able to take care of their 
own food requirements by fall. Conditions in the 


Far East still remain bad, and it is difficult to esti-§ 


mate these requirements. 

These factors will have little or no effect on 
profits, but will only tend to keep down future sup- 
plies of liquor for aging purposes, and to prolong 
the time when ample stocks of bonded whiskey will 
be available to the consumer. Production of whis- 
key from July 1, 1945, through May, 1946, amount- 
ed to 140,000,000 gallons, and usage during that 
period was about 75,000,000 gallons, allowing for 
evaporation and leakage, an increase in inventories 
of approximately 65,000,000 gallons. Industry 
stocks at present amount to 371,000,000 gallons be- 
fore losses due to evaporation and leakage and con- 
sist of 190,000,000 gallons of aged whiskey and 
181,000,000 gallons produced since August 1944. 
After allowance for evaporation losses, actual whi 
key now in warehouses amounts to approximately 
142,000,000 gallons of aged whiskey and about 
170,000,000 gallons of young whiskey. 


Increase in Blends Seen 


Based on 1945 use of aged whiskey, approxi 
mately 60,000,000 gallons, stocks of aged whiskey) 


would soon be exhausted, but indications point to 
increased use of the younger whiskey in order to 
stretch out supplies of the maturer product. 
mal whiskey stocks are estimated at 425,000,000 
gallons and withdrawals this year are expected to 
exceed 1945 when total was 119,000,000 gallons. 
Labor and material costs in the liquor industry 
are higher but these factors are minor, compared 
with advertising and promotional expenses. Cur 
rent capacity of the industry is estimated at 440, 
000,000 gallons and compares with peak consump: 
tion of 190,000,000 gallons in 1945, indicating that 
when the present emergency is over and stocks have 
been built up to normal levels, there will be a re 
newal of the intense competition prevailing before 
the war with a possible renewal of price cutting, but 
this is some time in the future, due to time required 
for whiskey stocks to age. Trend to diversification 
by the larger companies is in evidence with entry 


Continued increase in consumption of blended whisky 
seen as a result of short supplies of aged whisky. 
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by the various companies into the fields of drugs, of increased rates being paid. Individual results of 
plastics, wines, beers, etc. the larger units follow: 

Recent arrival of 25,000 cases of Scotch Whiskey Distillers Corp.-Seagrams, Ltd.—Consolidated net 
will help ease some of the demand for that product, profit for nine months ended April 30, 1946 
but only slightly, due to the fact that in the New amounted to $18,189,824 equal after preferred divi- 
York area alone, there are 12,187 taverns and pack- dend requirements, to $2.02 a share on 8,769,350 
age stores and this relatively small amount could be shares of common stock outstanding, adjusted for 
snapped up in one day. Shortage of Scotch whis- recent five for one split up and compared with $12,- 
key is attributed mainly to British restrictions on 614,432 or $1.88 a common share in like period 
use of grain for distillery purposes. According to preceding year, based on same number of shares. 
importers, Scotch distilleries are now operating at Financial condition was strong at July 31, 1945, 
30 per cent of normal capacity. In addition to the close of preceding year, current assets aggregating 
scarcity of grain, there is much difficulty in pro- $162,206,175 and current liabilities $50,624,262 as 
curing crates, bottles, labels and corks. In view of compared with $117,810,668 and $66,231,525, re- 
these facts and the amount of aging required by the spectively, at close of preceding fiscal year. Funded 
reputable brands, it is estimated that the shortage debt was $50,000,000 on J uly 31, 1945. 
seen Tene ae nie awe: National Distillers Products Corp. Net profit for 

Earnings Up Sharply the six months ended June 30, 1946 amounted to 
$17,393,328 equal to $6.54 a share on 2,659,257 

Tremendous gains in earnings have been made by shares of common stock outstanding before three 
the liquor companies, and prospects are that this for one split and compared with $5,500,525 or 
increase will continue over the balance of the year. $2.41 a share in first six months of 1945, based on 
Strong financial condition of the companies insures 2,280,275 shares then outstanding. Profit for the 
maintenance of dividends with very good prospects first six months of 1946 (Please turn to page 607) 








Earnings Analysis of Distilling Companies 


Net Per Share——— Price Invest- 
1946 Fiscal Year 194]-44 Current 1944 Recent Earnings Dividend ment 
Interim 1945 Average Dividend Dividend Price Ratio Yield Rating COMMENTS 








American Distilling $8.61Je9 $3.47 $3.92 $2.25 Nil $69 19.8 3.3% C+1 Prospects for increased earnings | 
over last half of year bright and | 
assure maintenance of present divi- | 
dends with increased dividends a 

x possibility. 





Austin Nichols 2.91(a) 2.49 i i : ae Earnings and present prospects ex- | 
cellent, but large preferred arrears 
preclude dividends on common stock | 
at the present time. } 





Brown-Forman (b) 7.02(a) 2.57 J i ° . Although earnings are excellent and | 
prospects for balance of year good, | 
conservative dividend policy has | 
been adopted by this company due 
to requirements for increased 
working capital. Maintenance of 
present dividend seems assured | 
with possibility of year-end extra. 





Distillers-Seagrams (c) 2.02Apr9 . ‘i j i z * Large present earnings and excel- | 
lent prospects for balance of year | 
insure maintenance of present divi- | 
dent rate with possibility of year- | 
end extra. 








National Distillers (e) 2.18Je6 “ ‘ R : 2 Possibility of increased earnings 
for last half of year seen, with at 
least maintenance of present divi- 
dends, with bright prospects of 
Ww vear-end extra. 





Park & Tilford 10.10Je6 5 : 4 i s A Continuation of present large earn 
ings seems assured for balance of 
year with excellent prospects of in- 
creased dividends. 








Publicker Industries 2.86Mr3 A 2.12(g) i i - eas - Earnings for first quarter of 1946 
exceeded entire 1945 year and 
while company has been expanding 
working capital, prospects of com- 
mon dividend are excellent. 





Schenley Distillers (f) 10.48My? m ' z ‘i . é Present large earnings and ample 
working capital assure at least 
maintenance of present dividends 

x with good prospects of extras. 








H. Walker, G. & Worts 14.97My9 i ie A : z Large earnings and ample working | 
capital, with good prospects of in- 
creased earnings for balance of | 
year indicate possibility of in- 

Ww creased dividends. 





*12 months to date. (f) All figures adjusted for 10-for-7 split effected March, 1946 
(a) Fiscal year ended April 30, 1946. (g) 1943-44 p Morons ony 4 ealtilerniAioniubies — 

(b) Two-for-1 split will be effected August 26, 1946 Mr3—3 months ended March 31. Apr?—9 months ended April 30 
(c) All figures adjusted for 15-for-1 splot effected June, 1946. My9—9 months ended May 30. Je6—é6 months ended June 30. 
(e) All figures adjusted for 3-for-1 split effected August 1, 1946. Je9—9 months ended June 30. 
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Potente Of i 
RUBBER 
STOCKS 


By WARREN BEECHER 





peg PROSPECTS are predicted for 
the rubber industry in 1946, with 
a new peacetime production record 
assured. Estimates are that value of 
goods produced by the rubber indus- 
try will exceed by 87 per cent the rec- 
ord peacetime production set in 1940. 
More than 50 per cent of 1946 pro- 
duction will be accounted for by tires, 
and estimates of tire production for 1946 range 
from 85 million to 100 million. Tire production of 
all types for first six months of 1946 amounted 
to 42,700,000, of which 31,800,000 were for pas- 
senger cars. 

Recent estimates place amount of natural rubber 
to be imported into the United States during 1946 
at a maximum of 250,000 tons. Recent price 
agreement with natural rubber producers set price 
of 23.5 cents per pound, f. o. b. far eastern ports, 
which would make the price approximately 25.5 
cents per pound delivered at U. S. ports, and under 
the new agreement, the United States will apply to 
the combined rubber committee for allocation of 
145,000 long tons of natural rubber from British, 
French and Dutch sources during the period July 1 
to December 31, 1946. Price of Ceylon rubber con- 
tinues at 30 cents under agreement expiring Sept. 
30, 1946. While synthetic rubber is being produced 
in this country at an average price of 18.5 cents 
per. pound, tire manufacturers are still desirous of 
obtaining all the natural rubber possible as the 
natural product must be mixed with synthetic to 
produce satisfactory heavy truck tires, and passen- 
ger car tire makers would also prefer to mix more 
of the natural with synthetic rubber. Although 
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Pictures show three important phases of the rubber industry; 
Collecting the natural rubber, distillation towers for producing 
the synthetic product, and finished tires for farm machinery, 


Photo by U.S. Rubber Co. 


leaders in the tire industry agree that ultimately 
synthetic rubber wil be developed to the point where 
it can be used alone for practically all heavy duty 


purposes, they favor returning to the natural prod- § 
All syn-§ 


uct when it becomes readily available. 
thetic tires are impractical for heavy duty uses as 
they cannot withstand the terrific heat and pressure 
generated by heavy loads and high speeds. Syn- 
thetic rubber production capacity in the United 
States is estimated at 800,000 tons as against aver- 
age consumption in pre-war years of slightly over 
600,000 tons and estimated present annual normal 
requirements of approximately 900,000 tons for all 
uses. It is estimated by the industry that tire pro- 
duction will be ample to take care of all require- 
ments by the end of this year and increasing em- 


phasis will be made on chemical research and new 


product development. Production of all synthetic 
types of rubber in 1945 including GR-S, GR-1, 
GR-M (Neoprene) and N amounted to 830,000 
tons as compared with 773,000 tons in 1944, pro- 
duction of reclaimed rubber 242,000 tons against 
260,000, and natural rubber 137,000 against 107, 
000. Consumption of all synthetic types in 1945 
was 777,000, reclaimed rubber 254,000 and natural 
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rubber 112,000 tons. Stocks at end of 1945 were 
196,000 for synthetic, 30,000 for reclaimed and 
118,000 for natural rubber. Estimated 1946 de- 
mand for GR-S synthetic was 679,000 as against 
expected production of 615,000 tons, due to short- 
age of butadiene. Expected production from 
petroleum was 550,000 tons with the balance to 
come from alcohol, but under present world condi- 


Mechanical Rubber Goods 


Sales of mechanical rubber goods, second in im- 
portance and size to tire manufacturing, are ex- 
pected to exceed $92 million this year for an all 
time high sales record and compare with sales of 
$68,320,718 in 1941. Mechanical rubber goods in- 
clude rubber hose, transmission and conveyor belts 
and rollers, parts for railway cars, farm imple- 
ments, electric motors, (Please turn to page 600) 
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tions, alcohol cannot be used. 





Net Per Share — 
Interim 1945 


Pertinent Statistics on Leading Rubber Companies 


1946 1941-44 Current 1944 
Average Dividend* Dividend Price 


Price Divi- Invest- 
Recent Earnings dend ment 
Ratio Yield Rating 





American Hard Rubber... N.A. 


- 


def.$4.31 $2.14 $ .25 


$1.00 


First half poor but considerable im- 
provement should be made in last helf 
due to strike settlement and prospects 
of increased price ceilings, to offset 
wage increases. Poor dividend pros- 
pects for 1946. . 


$26 9% C+3 





Dayton Rubber (b) 1.22 Apr. 6 1.87(a) 1.60 


Reduction of taxes and high demand for 
products make prospects bright for this 
company. Possible dividend increase. 





Firestone Tire & R 6.09 Apr. 6 


x 


Profits for first six months almost 
double preceding year. With better 
profit margins and lower taxes, pros- 
nasty for last half bright. Dividend 
ncrease possible. 





General Tire & R 


x 


Sales ‘for first half exceed best pre- 
wor year, and with better prices and 
lower taxes, company should have a 
banner year. Prospects of dividend 
increase. 





Goodrich, B. F 
x 


Record peacetime sales prospects and 
lower taxes forecast much higher 
profits. Prospects of higher dividends. 





Goodyear Tire & R 





xX 





First quarter sales almost double like 
period of 1941 and with lower taxes 
and better profit margins on civilian | 
business, should result in greatly in- | 
creased earnings and higher dividends | 
possible. 





Hewitt-Robins 1.50 Mr. 3 


High demand for company's industrial 
products such as hose, belting, etc., 
with lower taxes and better profit 
margins should overcome Ist quarter 
deficit. Dividend maintenance seen. 








| 


| Intercontinental Rubber.. 
| 


Dividend maintenance seen. 





Kleinert Rubber 


High demand for company's products 
and lower taxes should result in better 
earnings and higher dividends. 





| Lee Rubber & Tire 


X 


Larger earnings shown in first half of 
fiscal year, with considerably better 
results anticipated for last half and 
should result in increased dividends. 





Nat'l. Rubber Mach 


Prospects bright for favorable earn- 
ings and maintained or increased divi- 
dend rate. 








Norwalk Tire & R 1.01 Mr. 6 


Better earnings and increased dividends 
anticipated. 





Seiberling Rubber. 





First quarter earnings almost double 
similar quarter of preceding year and 
should result in increased dividends, | 
with last half prospects bright. | 





U. S. Rubber 4.15 Je. 6 


x 


Considerable increase in profits shown 
for first half of 1946 over preceding 
year with last half prospects good. 
Substantial year-end extra dividend 
possible. 





*12 months-to-date; Mr. 3—3 months ended March 31; 
celerated amortization, before net was $.75; 


Available. 








Apr. 6—6 months ended Apr. 30; 
(b) All figures adjusted for 2-for-1 split effected Jan. 9, 1946; 


| 
(a) After ac- 
N.A.—Not | 


Je. 6—6 months ended June 30; 
def.—deficit; 
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New postwar products and processes stand to give metal fabricators a place in the sun of peacetime markets. But 


Diverse Outlook For... 


METAL FABRICATORS 


shortages of some metals and a plenitude of others present a diverse production outlook in individual cases. 


pany and Gorham Manu- 
facturing Company. Dur- 
ing the war all silver pro- 
duction was chained to 
munitions purposes; so that 
no silver tableware was pro- 
duced. Consequently, a 
backlog of four years’ nor- 





By PHILIP DOBBS 


Mr" FABRICATORS are situated among that ro- 
mantic category of industries known as the 
“prince and pauper” type. Which is to say that 
sales and earnings jump or fall sharply in various 
stages of the business cycle, and hence are charac- 
terized by pronounced instability. This trait of the 
metal fabricating industry is of particular interest 
at present because a likely revival of industrial 
production from the spring depths entails a signal 
change for the better in the fortunes of the group 
as a whole. 

Apart from this generalization, however, the in- 
dustry includes such a varied use of non-ferrous 
metals—copper, brass, nickel, chromium, tantalum, 
aluminum and silver—, and a diversity of products 
ranging from producers to consumer goods, that 
the outlook for any group or company differs mark- 
edly according to available supplies of each metal 
and kind of article manufactured. 

Silverware manufacturers, for instance, stand in 
the best spot in the list from the viewpoint of 
demand, rising supplies of silver, and profits mar- 
gins. A sellers’? market of tremendous proportions 
undoubtedly prevails for International Silver Com- 
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may demand has accumu- 
lated in addition to fresh 
demand created by the no- 
table rise in marriages since 
1941. The two companies 
can sell to the hilt of productive capacity and more 
without much promotional effort. 

Because of lack of silver, due to Congressional 
failure to expedite the flow of Treasury “free” silver 
to industrial users, silverware production was re- 
stricted in the second quarter of 1946. Now that 
President Truman has signed the bill raising the 
price of the metal from 71.11 cents to 91 cents an 
ounce, Secretary of the Treasury Snyder will at 
once furnish some 50,000,000 ounces of Treasury 
unpledged silver and will raise this amount to over 
100,000,000 ounces in about a year. As silverware 
manufacturers will require 70,000,000 ounces of the 
metal this year, the supply situation will improve 
radically to the benefit of production. 

Presumably, selling prices.will be adjusted to 
compensate for the higher silver price. Profit mar- 
gins are wide enough to withstand cost increases, and 
unit costs of production will fall as output grows. 
Profitable operations, full production, and sharply 
lower tax rates may very well add up to record 
earnings for both companies. 

Bohn Aluminum’s prospects also can be singled 
out as particularly bright. (Please turn to page 602) 
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Financial Data on Metal, Fabricators 


Net Per Share——— . Price oeins a 
1946 Fiscal Year 1941-44 Current 1944 Recent Earnings Dividend men 
Interim 1945 Average Dividend* Dividend Price Ratio Yield Rating COMMENTS 








* 0% +3 Expansion of the public utility indus- 
Anaconda Wire & Cable........ $.01Mr3 $1.53 $3.84 $1.00 $1.00 $50 32.6 2.0% C+3 = the lorgest cettet for the com- 
pany's products, promises high-level 
sales. Dividend of $1 should be 
maintained in view of smaller tax 
liability and discontinuance of spe- 
cial amortization charges. 





Bohn Aluminum ...................... -18Mr3 =e... 5.82 2.75 3.00 | a 4.7 B3 Excellent sales and earnings outlook 
likely will result in an increased 


. dividend. 





idgeport Brass ................. Z F s F i 18 12.3 3.3 C+3 Though earnings stand to increase, 
ae anes ” iad - , a a in the annual $0.60 dividend 


rate may be hampered by the $6,- 
000,000 outlay for plant expansion. 





I so a” aekads 3.15 4.95 2.40 2.40 59 18.7 4.0 B3 Large backlog of orders and readily 
available supplies of nickel and 


chromium assure mounting sales in 
the second half of this year. 1940- 
45 dividend rate of $2.40, highest 





| 
Fansteel Metallurgical (a)... _ ...... 1.57 2.10 1242 1242 28 13.3 4 C+3 Wartime enlarged uses for tan- 
talum, of which rare metal the 
| company is the sole U.S. producer 
| and processor, bids fair to lift sales 
far above pre-war years. Elimina- 
tion of the preferred stock will 
benefit the co:amon, and the current 
dividend should be maintained. 








| 
ANN IR acs cccsaccductsccecms —~ Seness -03 .03 Nil Nil 5¥2 183.0 ae c2 Larger sales await rising automobile 
| production. However, the extreme- 
| ly poor wartime earnings record 
makes a dividend payment incon- 
ceivable in the future. 
| 
| General NE NOE wacensccacyactuctsunes def. .77Je6 .44 34 Nil Nil 12 35.2 oan c3 The large deficit incurred in the 
first half of 1946 hardly makes 
possible initiation of common divi- 
dends this year. 








IOMMGRE MALES cecscctcctsccvcccconccés.  <enses 3.01lJa 3.55 3.25 3.00 58 19.2 5.6 C+3 Brilliant sales prospects hold out 
hope for exceptional earnings and 
an increased dividend. 





International Silver (b)........ 3.79Je6 = 2.55 2.30 1.50 1.00 5722.4 2.6 = AJ_—s Earnings in the first six months of 
1946 exceeded total 1945 profits. 

Prospects for a higher dividend, | 

x therefore, are bright. | 





-75My6 3.48 4.50 1.60 1.60 55 15.8 2.9 C+3 Dividend at least should be main- 
tained, but the possibility of a 
slight increase rests on attainment 


Mueller Brass. ................:cc000 





half of 1946. 





tigates against an increase in pay- 
ments. 





Revere Copper & Brass........ def. .36Mr3 = .32 1.51 Nil Nil 28 90.8 aoe C+3 Initiation of common stock divi- 

dends is not brought nearer by the 
deficit in the first quarter of 1946 
and by the improbability of signfi- 
cantly larger full year earnings 
over 1945. 








2.39Mr Well-maintained earnings for the 
first half of 1946 promise a full 
year's total surpassing 1945. Like- 
lihood, therefore, favors a higher 


dividend rate. 








Rome Cable ...............:cc00000 1.23Je3 


xX 





since 1920, most likely will be kept. 


MONO UBEOSS cakicuinchhein aac 1.83 1.99 2.00 1.80 40 21.8 5.0 C+2 Current generous dividend rate mi- 





BO = caccscotsacetscerteciaai? . V/aalons 2.27 3.29 1.80 2.00 43 18.9 4.2 B3 Large deferred demand for the 
company's brass industrial and con- 
sumers goods should see a rise in 
earnings; so that restoration of the 
1941-44 dividend rate of $2.00 from 

Ww the current rate of $1.60 appears 

probable. 





Scovill 








*12 months to date. Mr—Fiscal year ended March 31, 1946. Ja—Fiscal year ended January 31,1946. 
(a) All figures adjusted to reflect 2-for-1 split effected February 27, 1946. 

(b) All Figures adjusted to reflect 4-for-1 split effected June 27, 1946. 

| Mr3—3 months ended March 31. Myé6—é6months ended May 30. Je3—-3 months ended June 30. Je6—6 months ended June 30. 




































of improved earnings in the second | 
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Opportunities... 


for Income and Price Appreciation 


IN BONDS 


And PREFERRED STOCKS © 


By JACKSON D. NORWOOD 






HE Macazine oF WALL StTREET’s Index of Bond 
Prices showed the following changes for the 
period indicated: 
On On 
July 27 August 3 
40 Domestic Corporate 


Issues 122.6 122.6 
10 High Grade Rails 118.0 1178 — 2 
10 Second Grade Rails 281.1 281.7 + 6 
10 High Grade Utilities 99.1 ws + 2 
10 High Grade Industrials 105.4 105.4 
10 Foreign Governments 130.6 130.6 


Action of the bond market continues to follow 
the pattern established in recent weeks, namely, 
minor price changes, and a tendency to follow the 
stock list very closely. Thus, the recovery move- 
ment of the latter had its counterpart in the bond 
group, with slight gains recorded on moderate vol- 


ume. High grades, meanwhile, continue fairly firm, 
having stabilized relatively well after their sell-off 
on the rise in loan rates last month. 

The rail lien market deserves careful attention at 
this time, particularly with reference to the second 
grade and junior obligations. As the chart indicates, 
this group has declined considerably from its recent 
highs, and further recession would not be surpris- 
ing. Underlying this prospect is the now familiar 
plight of many carriers, whose “railway net” is be- 
ing squeezed between declining revenues on the one 
hand and rising operating costs on the other. For 
these and similar reasons, a policy of caution and 
reserve with respect to this group is counseled. 

However, the speculative position of certain jun- 
ior issues is somewhat improved by Congress’ recent 
action on certain roads: Missouri Pacific, Rock Is- 
land, Frisco, St. Louis Southwestern, International 
Great Northern and New Orleans, and Texas and 
Mexico, a change in the reorganiza- 
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tion status of these lines having been 
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INFLATION HEDGES 
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against inflation and at the same time 
assurance of fair yield, the convertible 
preferred stock is a desirable medium, 
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assuring a steady income and at the 
same time being an option, or call on 
the common stock. From time to time 
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we shall mention a few of these stocks 
with brief comment thereon. 
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MEAD CORP. $2.00 2nd CUMULATIVE 
PREFERRED: Convertible into common 
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SCALE FOR INDEXES EXCEPT 10 SECOND GRADE RAILS 
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at the rate of one preferred share for 
two common shares. Preferred was 
issued recently at $53 a share for pur- 


3 
AINO STIVY 30VYD GNOSIS O1¥0s BIVSS 








BESET redirii 
FMAMJ J A S ON 


111} 1] | 
JASONDJFMAMJJASONDY 


44 45 










3K SCALE AT RIGHT 


b) " pose of raising additional capital for 
expansion program. Company is one of 
the fastest growing units in the paper 
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mdustry and earnings for the 24 weeks ended June 
15, 1946 amounted to $1,276,118 equal after pre- 
ferred dividend requirements, to $1.51 a share on 
707,394 shares of common stock, comparing with 
$511,262 or 48 cents a common share in like period 
of preceding year. Common stock is currently sell- 
ing at 2614 per share and at this price, minimum 
valuation of the 2nd preferred would be $53 a share. 
Earnings for first half of 1946 exceeded those of en- 
tire year 1945. Preferred stock has been approved 
for listing on the New York Stock Exchange and 
will take effect shortly. 


ELECTRIC BOAT CO. $2.00 CUMULATIVE CONVER- 
TIBLE PREFERRED, convertible share for share into 
common stock. Yield at current price between 42 and 
43 is about 434 per cent with dividend fairly secure 
and an option on the common stock. Company 
has been using its ample working capital to ex- 
pand into many new 


zation plan provides for sale under competitive bid- 
ding of 150,000 shares of new cumulative preferred 
stock, dividend rate to be established. Offering is 
subject to rights of holders of company’s presently 
outstanding preferred stock, who will be offered a 
share for share exchange. Shares of the old pre- 
ferred held by Middle West Corp. would not parti- 
cipate. Old preferred not exchanged under the plan 
would be called for redemption at $110 a share plus 
accrued dividends. 


MICHIGAN GAS & ELECTRIC CO.: Under refinan- 
cing program recently approved by the Securities 
and Exchange Commission, company will sell com- 
petitively $3,500,000 of first mortgage bonds, Ser- 
ies A, maturing June 1, 1976; 14,000 shares of cu- 
mulative preferred stock, par $100, subject to ex- 
change offer to holders of presently outstanding 
prior lien and preferred stocks, and an additional 

$400,000 par amount 

of common stock. Pro- 





fields of activity in ad- 





dition to assurance of 
adequate submarine re- 
pair and service busi- 
ness, with good pros- 
pects of new submarine 
business as well. Revo- 
lutionary new automa- 


Bonds: 


tic pinsetter alone has 
tremendous possibilities. 


Pittsb'gh & W. Va. Ist 4!/2's, 


MORRIS & ESSEX RAIL- 
ROAD: First and re- 
funding 314s of 2000 
current selling at 69 
with a better than 5 per 
cent yield. Issued to 
the extent of $35,000,- 
000 and is secured by 
direct first mortgage on 
125.26 miles of road, 
also on all other rail- 


Preferred Stocks: 


(Par $25) 


N.C.—Not Callable. 


Suggestions for Current Investment Funds 


| Amer. & For. Pwr. Deb. 5's, 2030 

Boston & Albany R.R. Term Imp. 4!/4s, ‘78 
Missouri, Kan. & Tex. Ry. Ist 4s, ‘90 

N. Pacific Ref. & Imp. 5's, C, 2047 
1958-60... 
Southern Pacific Deb. 4!/2's, 1981 

Texas & Pacific Ry. Gen. & Ref. 37%, '85 


General Cigar 7% Cum. Pfd......... 
Goodyear Tire & Rub. $5 Cum.Cv.Pfd. 
Lipton (Thos.) 6% Cum. Pfd. (Par $25) 
Pacific Gas & Elec. 5!/2% Cum. Ist Pfd. 


Union Pacific 4% Non-Cum. Pfd 
Virginian Rwy. 6% Cum. Pfd. (Par. $25) 


*Not prior to July |, 
**To 10/1/46; thereafter at 105. 


ceeds from sales of these 
securities, together 
with treasury cash, 
would be used to re- 
deem $3,500,000 of 
4.17 outstanding 3%4 per 
4.25 cent mortgage bonds, 
4.6 $375,000 face amount 
4.4 of 3% per cent serial 
4.1 debentures and all 
te shares of preference 
stocks not exchanged. 
Company will also issue 
to Harris Trust & Sav- 
ings Bank $300,000 
face amount of unse- 
cured 2 per cent notes. 


Yield 
Current 


45% 


Price Price 
Recent Call 
$1083, $1071, 

102 105 
94 N.C. 
108 105* 
102 102 
110 110 
10434 105!/5 





N.C. 
$110** 
30 


3.9%, | 
4.7 
5.0 


.. $180 
106 
30 


N.C, 
N.C. 
N.C. 


1952. 


3.4 
3.4 
3.5 SOUTHWESTERN PUB- 
LIC SERVICE CO.: Reg- 
istered with the Securi- 
ties and Exchange 
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roads owned, construct- 








ed or acquired, together 

with structures, lands, 
equipment, buildings, waterfronts, wharves, piers 
and docks, privileges, appurtenances and franchises, 
including lands, vards and buildings at Secaucus, 
Jersey City and Hoboken, N. J., constituting th« 
tidewater terminals of the Lackawanna System co» 
New York Harbor. Mileage includes 84.30 miles 
from Phillipsburg, N. J. Po Hoboken, N. J. and 
gives the Tilawane: Lackawanna & Western Rail- 
road access to New York City, and constitute East- 
ern Division of D. L. & W. Fixed charges have 
been considerably reduced as a result of recent 
mergers with leased and controlled lines and at 
present are slightly in excess of $5,000,000 as com- 
pared with almost $8,000,000 in 1940, and would 
have been covered in all years since 1932, except 
1935 and 1938. 


CENTRAL ILLINOIS PUBLIC SERVICE: Recapitali- 
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Commission for issue of 
$20,000,000 of first 
mortgage bonds, series due in 1976, which will be 
offered to the public at a price and through under- 
writers to be listed by amendment. Proceeds, to- 
gether with other funds will be used to redeem 
217,500,000 first mortgage 31g series bonds due in 
1947 at 1061g and to purchase the Dalhart group 
properties at $2,135,000 subject to closing adjust- 
ments. 


SUN-RAY OIL CORP.: Investment banking group 
headed by Eastman, Dillon & Co., offered $20,- 
000,000 20 year 2% per cent debentures at 10114 
per cent and accrued interest, to yield 2.80 per cent 
to maturity. Net proceeds from sale of the deben- 
tures and sale of common stock, together with pro- 
ceeds from $10,000,000 ten year 17% serial bank 
loan, will be applied to redemption of $12,350,000 
principal amount of fifteen year 3°4 per cent de- 
bentures, due 1959 at (Please turn to page 604) 
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EDITORIAL: 


Systematic Study 


OnE REASON FOR the great progress and material 
achievement in this fortunate land is the high level 
of educational achievement of the American people. 
Never before in the history of mankind have there 
been so many opportunities for self-betterment and 
enlightenment, and what is particularly noteworthy, 
much of this education is obtainable at moderate 
cost, or at virtually no cost at all. The higher 
learning which, a generation or two ago, was deemed 
the birthright only of the well-to-do is now within 
the reach of all. 

Thanks to the institution of the free “public” 
school system, which comprises both grade and sec- 
ondary instruction, and low tuition colleges, our 
standard of education is rising all the time. Besides, 
there are innumerable 


must be directed to some practical end. One great 
defect in our otherwise splendid educational system 
is that so much of the curricular effort seems wasted. 


As the student moves into the higher realms of study, | 
he is permitted wider choice in selection of subjects, | 


but so frequently this is done willy-nilly and without 
serious planning for future needs. As a result, he 
so often leaves his Alma Mater nominally “educa- 
ted”, but with little practical training. 

Nor does one’s education end with formal gradua- 
tion, as commencement speakers so rightly affirm. 
The man or woman who really gets ahead is the one 
who is constantly studying to meet the changing 
conditions of the business world or within his or her 
own chosen field of specialization. No profession 

or endeavor is ever 





opportunities for spec- 


static; change, in fact, 


ial courses, home study 
plans, and other in- 
formal means of self- 
improvement. 

But all education— 
whether in the class- 
room and laboratory 
—or by home study 
and planned reading, 
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e This Department is dedicated to serve men in building up a reserve 
through every known means that will create stability—bringing the com- 
forts and joys of life—and happiness. 

It's our contribution, too, toward the firming of the foundation of 
our economy so that we will retain our status as free men and women 
in a new world. 

To you, our subscribers, we extend an opportunity to assist in spread- 
ing this doctrine toward security and right thinking—in the schools and 
universities, and in your own homes and offices. 

We are happy to cooperate and serve. 


C. G. Wyckoff, Publisher. 








is the keynote of all 
occupations, and the 
person who is equip- 
ped to meet changes 
through constant 
study is the one who 
will always be in the 
vanguard of his cho- 
sen vocation. 
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~ Achievement 


Under Free Enterprise 





By WILLIAM A. HOWELL 


HE sTORY OF Emit Scuram is the typically 

American one of a farm boy rising to leadership in 
the financial community. But whereas most other 
“farm boys” in the American saga were born on the 
farm, Mr. Schram did not enter the agrarian scene 
until his twenty-first year. In 1915, Mr. Schram 
became manager of the Hartwell Ranch, a 4,600- 
acre holding in Hillview, Illinois and farming has 
occupied much his attention ever since. 

Moving to Washington in June, 1933, Mr. 
Schram became associated with the Reconstruction 
Finance Corporation as Chief of the Drainage, 
Levee and Irrigation Division, having had wide ex- 
perience in this field. From this post, he was ad- 
vanced to a directorship of the RFC by appointment 
of President Roosevelt in 1936 and finally became 
Chairman of the Board of Directors in 1939. 

While in Washington, Mr. Schram also served as 
President of the Board of Trustees of the Electric 
Home and Farm Authority, and as member of the 
Board of Trustees of the Federal National Mort- 
gage Association and the Executive Committee of 
the Export-Import Bank. He was also a member 
of the National Power Policy Committee and As- 
sistant Director in charge of operations of the 
Priorities Division of the Office of Production Man- 
agement, and President of the Defense Plant Cor- 
poration. 





e@ The Magazine of Wall Street is continuing 
herewith a new feature series dedicated to the 
proposition that only under a free economy can 
individual achivement be realized to its fullest 
degree. In this and following issues we are 
presenting brief biographical sketches on lead- 
ers in various fields of endeavor who can testify 
to the merits of free enterprise as opposed to a 
regimented economy. 
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EMIL SCHRAM 


From farm manager to RFC chairman to president of the New 
York Stock Exchange, Mr. Schram, is a leading exponent of the 
opportunities inherent in the American system of Government. 


This constantly broadening background, which 
brought him into contact with the higher echelons of 
finance, made Mr. Schram a very logical selection 
for the office of President of the New York Stock 
Exchange in May, 1941. Mr. Schram was able to 
bring to this high office a fresh viewpoint, largely 
because of his varied experience with government, 
agriculture, business management and _ finance. — 

But despite his leadership in the investment 
world, Mr. Schram still retains strong sentimental 
and financial ties with agriculture. He owns farm 
properties in Illinois and Indiana. It is his con- 
tention that our free enterprise system, which he 
earnestly champions, can learn much from the Am- 
erican farmer, who is the symbol of initiative and 
resourcefulness. Owning his own tract of land and 
responsible only to himself, the farmer has a stake 
in the community which makes him stable and self- 
reliant, and as such he is not likely to be regimented 
or swayed by radical political doctrines. And with 
his attachment to his church, his home and com- 
munity, he is a bulwark of those ideals upon which 
our system. is built. 
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By EDWIN A. MULLER 


IFE INSURANCE is oftimes discussed as a medium 
i; of investment and thrift for the older individuals, 
but if it performs an economic function for such 
individuals it can likewise do the same for the 
younger generation. In recent years most life in- 
surance contracts effected on youngsters were issued 
on the so-called Industrial Plan, with a very small 
premium and proportionately small life insurance 
policy. In most cases these policies were obtained to 
enable the families to cover the unexpected burdens 
incident to the death and burial -of the individuat 
child. However, legislation has been enacted to per- 
mit more substantial policies to be written on the 
lives of children and on minors. 

Children should be taught that thrift is a habit 
which always brings its rewards. One of the best 
ways of cultivating this habit is thru the medium 
of life insurance with systematic savings for future 
needs. Teach the child the practice of thrift and 
show him that life insurance premiums are a means 
of establishing such a program with guaranteed 
savings by contract, to meet future needs and op- 
portunities in life, which otherwise may be lost. 


Value Taught to Children 


Former President Coolidge said: “I urge every 
father and mother as they are interested in the 
future of their children to see that they are taught 
the purpose and value of life insurance. Parents 
should help their children take out policies at as 
early an age as possible. Taking out such policies 
and then turning them over to the children as soon 
as they are self-supporting, starts them out in life 
with a gift of real value and assists them in acquir- 
ing early a sense of responsibility and habit of sav - 
ing which will help them throughout their lives.” 

There are numerous needs for youngsters which 
can be fulfilled by life insurance; such as college 
education, travel, education for special talents as 
music and art, and finally, accumulation of a sav- 
ings plan. Most parents will realize how much more 
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Photo by Press 


Life Insurance at an early age will offer 
the greatest eventual protection. Acci- 
dent insurance too is a wise precaution. 


© beneficial financially the children would be if they 


had begun a comprehensive life insurance program 
in their youth. As a matter of fact, never does a 
client fail to regret that his original policy had not 
been larger, and started earlier. 

As one of the best ways to create an estate let us 
consider the Life Insurance plan. Assume further 
that the individual is ten or fifteen years of age. In 
establishing this policy, Dad can do a most helpful 
and important job for his son, a job which the boy 
will not be able to do for himself until later in life. 
If the son waits until he is age 25, and provided he 

can qualify, he may have to pay 30% to 40% more 
and his results at age 65 will be slink 30% to 40% 

less. It must further be borne in mind that when 
Dad himself was a boy, interest of between 4% and 
5% could be earned. Hence, to provide $100 
monthly income at age 65 he needed only to accu- 
mulate between $24, 000 and $30,000. In addition 
income taxes were smaller. Now consider that your 
son’s future interest rates today vary between 27 
and 21 Hence it will be necessary to accumu- 
late $48, 0 to $60,000 to provide $100 monthly 
income at age 65. This will be more difficult to 
achieve since income taxes are higher and will prob- 
ably remain so for some time in the forseeable 
future. The following (Please turn to page 607) 
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Capital Building 
TO-DAY 





By JOHN DURAND 


N INITIATING THIS SERIES of capital building pro- 

grams, we shall be presenting various plans and 
formulae for augmenting and conserving financial 
resources. ‘These programs will be specific, and 
based upon time-tested methods, but we also recog- 
nize that individual investment programs vary, and 
that no two situations are quite alike. Hence, the 
reader will have to judge for himself to what extent 
a given plan must be modified to suit his own par- 
ticular requirements. 

We also feel that the logical approach to this 
series would be to outline some of the broad princi- 
ples upon which sound capital building must be 
based regardless of the specific program selected. 
Accordingly, in this article, we consider some of the 
difficulties encountered in capital building under 
present-day circumstances. 

Increasing one’s capital or net worth these days 
isa much more difficult accomplishment than it was 
in times past. Obstacles now exist which were not 
present before, or which had only minor significance 
previously. Any individual capital plan must take 
cognizance of these. 

For one thing, our present tax structure makes 
it impossible to retain a large proportion of one’s 
current income, and with steeply graduated tax 
schedules, those in the “upper brackets” feel the 
pinch most acutely. And, as we shall be paying off 
the costs of war for years to come, no one can fore- 
tell when and if real relief will come, although the 
load may be moderated to some degree in the next 
year or two. 

Quite as important as the income tax, or possibly 
even more so, to the investor, is the present status 
of our capital gains levy, whereby transactions of 
less than six months duration are charged as income, 
and thus subject to the high surcharge rates for 
many investors, as contrasted with the more moder- 
ate capital gains tax. Just when this ruling might 
be eased is not clear, for it is fraught with political 
AUGUST 
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New York Stock Exchange 


as well as economic considerations, and any change 
is said to be strongly opposed by organized labor. 

Another factor to be considered is the curious 
nature of our present business cycle. With the 
present bull market nearly five years old, chances 
for substantial appreciation from here on are natur- 
ally greatly diminished, and a policy of caution and 
selectivity is indicated. Yet, we are in a period of 
price inflation which has yet to reach its climax, so 
that the major problem is that of concentrating on 
those securities least vulnerable to inflation-damage. 
Added to all this is the boom in business activity in 
many lines, which promises to carry well into 1947. 
But because business is booming does not necessar- 
ily mean that the securities markets will follow suit. 
and the major question of the day is to what extent 
such prosperity mav have been discounted by the 
prolonged bull market witnessed to date. 

Another problem to be considered in capital man- 
agement is the trend of money rates. Return on 
‘apital has been in a bear market for over a decade, 
as a result of which yields on high grade invest- 
ments and interest rates dropped to record lows. But 
this situation trend appears to have already reached 
its climax and to have reversed itself, so that mod- 
erately higher rates of return may be forthcoming 
in the future. This is a factor too of particular 
importance to those investing in bonds and high- 
grade preferred stocks. (Please turn to page 608) 
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The Odds 


In the month of August the 
Dow-Jones industrial average ad- 
vanced, more or less, in 29 out of 
the last 40 years. For September 
the 40-year record is 22 ups and 
18 downs. September, thus, has 
been a “keep-your-fingers-cros- 
sed” month. Its record is worse 
than the statistics imply. Bear in 
mind that bull markets have had 
an average duration over twice 
that of bear markets. Therefore, 
over a long period of years, any 
month should see about twice as 
many advances as declines. So 
examined, the September record 
has been worse than normal ex- 
pectancy, that of August about 
45% better than normal expect- 
ancy. The fairly numerous excep- 
tions merely prove the rule. June 
and July both brought declines, 


although the seasonal bias was 
upward. September has often been 
a corrective month because of 
July-August speculation. What 
has happened this summer to date 
is not calculated to send the mar- 
ket past Labor Day in a weak- 
ened technical position. If the 
last month of the third quarter is 
poor or indifferent, it probably 
will be for non-technical reasons 
this year. 


Tobaccos 


Taking advantage of the sus- 
pension of price control — which 
could be reimposed by the De- 
control Board after August 20, 
but which probably will not be— 
Liggett & Myers raised the price 
of cigarettes by 22 cents a thous- 
and, evidently believing that com- 
petitors would follow suit. They 








American Locomotive 


INCREASES SHOWN IN RECENT EARNINGS REPORTS 





Consolidated Cigar 





General Foods 








Hinde & Dauch Paper 
Lambert Co. 





Life Savers 





Lily-Tclip Cup 





McCall 





National Lead 





National Steel 











Latest Year 
Period Ago 
$1.82 $1.61 
1.81 1.68 
1.51 1.44 
1.80 1.58 
2.84 1.76 
1.30 89 
2.23 2.00 
3.98 1.84 
1.31 Yip 
3.45 3.12 
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did not. .So, probably with red 
faces, L. & M. rescinded their 
price boost. The situation is fog- 
gy. Maybe the others want to 
see the Decontrol Board in action 
for a while before venturing to 
raise prices. Maybe there is an 
anti-trust angle. (Refusal to join 
Liggett & Myers in hiking prices 
proves they are not in cahoots, 
doesn’t it?) 
Tobacco thinks profits will be 
good enough on the basis of the 
25-cents a thousand price increase 
granted by OPA late in_ the 
spring. This column _ thinks 
prices of the stocks are about 
high enough on present earning 


power, though it could be exf 


panded sharply if a general price 
boost does eventuate later in the 
year. Some analysts say it 13 
probable, others that it is possi- 
ble. We will wait and see, with: 
out present enthusiasm for to- 
bacco stocks. 


Sterling Drug 


In the half-year ended June 30 
Sterling Drug set a new all-time 
profit record for any six-month 
period. Net equalled $1.94 4 
share on the common, compared 
with $1.48 for the first half of 
last year. Earnings for the yeal 
should be at least $3.75 a share, 
maybe around $4. The stock 1 
on a $2 dividend basis, yielding 
about 3.7% as this is written 
However, in good prewar years, 
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this strong company usually paid 
out some three-quarters of its 
earnings. Hence, the profit pro- 
jection for the year might sug- 
gest a boost in payments to 
around $2.70 to $3. Even at 
$2.50, the yield at present price 
would be over 4.6%. The stock 
rates as a rather conservative in- 
vestment issue, with the com- 
pany’s relatively new ventures in 
the ethical drug field holding 
long-term growth promise. Avail- 
able at reaction prices, the equity 
appears to offer solid and attrac- 
tive values for long-pull retention. 


Here and There 


With sales now rising, Nation- 
al Cash Register will earn in the 
neighborhood of $1.75 a share 

this year, against $1.33 in 1945 
... This is the 91st consecutive 
year of dividends by Scovill 
Manufacturing, fabricator of 
some 15,000 items out of metal 
alloys and the epitome of “Yan- 
kee ingenuity”... Marshall Field 
profits will top $7 a share this 
year but the stock stays stuck at 
seven times that figure or there- 
abouts . . . National Lead Com- 


pany’s earnings are rising nicely 
and in relation to near-term and 
long-term prospects the stock is 


among the more reasonably- 
priced quality issues . . . Revere 
Copper & Brass may get on a 
dividend basis, for the first time, 
before the year is out . . . Autos 
remain among the worst-acting 
stocks, liquors among the best. 


Steel Earnings 


By and large, the second quar- 
ter earnings of the steel industry 
suggest that there is no urgent 
need for higher prices at the mo- 
ment, though some adjustments 
here and there may be permitted. 
At present high volume, well- 
situated companies can do all 
right. To cite a single example, 
American Rolling Mill, still pric- 
ed under 40, appears to be earn- 
ing at an annual rate of about $6 
ashare. The biggest handicap is 
a tight scrap situation, through- 
out the industry, but it is partly 
due to a price factor and should 
be subject to correction. The 
steels for some time have been 
acting “better than the market.” 
They usually do in the later 
phases of every bull market. 
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S. O. of Cal. 


Around 57 as we write, Stand- 
ard Oil of California seems to 
this column to offer investment 
buyers pretty solid values. Prov- 
en domestic reserves exceed 1.1 
billion barrels or over 80 barrels 
per share of stock with a gross 
worth at current prices of over 
$140 a share, when extracted. 
There are large foreign holdings, 
roughly estimated at 2.5 billion 
barrels in reserves. ‘The stated 
book value at the end of last year 
was $50.36 a share, or but mod- 
estly under the price of the stock. 
Current earning power appears 
to be in the vicinity of $4.50 a 
share, with a rise to $6 or $7 
likely over the next year or two. 
The latest quarterly dividend was 
boosted to 65 cents, against 50 
cents paid for several years. This 
suggests a $2.60 annual rate, al- 
though the company does not 
commit itself to a fixed policy 
on payments despite which it paid 
good dividends even in the worst 
depression years. At a $2.60 in- 
dicated rate the stock yields 
4.569% return, sells at less than 
13 times current share earnings, 
sells at less than 10 times reason- 
ably probable 1947 earnings. On 
the facts cited—plus strongly in- 
dicated position and good long- 
term growth prospects—the stock 
looks like a good buy for con- 
servative funds. 


Hunt Foods 


Hunt Foods, formerly Hunt 
Brothers Packing, seems to be 
going places under an aggressive 
management. Like most “growth 
situations,” the back record of 
earnings is mediocre. No divi- 
dends have yet been paid. None 


seems in early prospect, since 
cash will be needed to finance 
further expansion. Sales were 
only a bit over $5 million in 1936. 
They jumped to $9.8 million by 
1942 and to $16.2 million for the 
last fiscal year. With benefit of 
recent acquisitions, they should 
more than double the last-named 
figure this year. Earnings were 
$1.45 a share last year, but with 
larger sales and lower taxes they 
jumped to $2 a share for the 
three months ended May 31. That 
would seem to justify a forecast 
of at least $6 to $7 in the present 
fiscal year, and maybe more. The 
unseasoned stock is listed on the 
Big Board, and is now around 39, 
against 1946 range of 4914- 
3634. It is plenty speculative, 
once (1938) having sold on the 
San Francisco Exchange as low 
as 23 cents a share. Growth 
propositions are always specula- 
tive in their formative years. If 
they pay off at all, it is usually 
big. Some fortunes have been 
made by permanent retention of 
stocks of growing companies. Few 
have been made in speculating on 
short-term — or even cyclical — 
ups and downs in prices. 


Trade Stocks 


As we have noted before, the 
boom in retail trade—with fancy 
earnings—is very likely good for 
some time to come. But it is no 
longer possible to appraise the 
stocks in terms of probable sales, 
margins and earnings. This has 
become a “market situation.” It 
is doubted that earnings can im- 
prove much, if any, on present 
excellent figures, which takes 
away much of the speculative al- 

(Please turn to page 607) 








Bigelow-Sanford Carpet 
Campbell & Wyant Cannon F 
Continental Oil 


DECLINES SHOWN IN RECENT EARNINGS REPORTS 





Holland Furnace 








Koppers Co. 
Magma Copper 





Remington Arms 





Union Oil of California 





U. S. Pipe & Foundry 
Westvaco Chlorine 











Latest Year 
Period Ago 
$.45 $1.46 
.65 1.09 
1.17 1.89 
37 44 
06 1.04 
77 -94 
.06 14 
“ta 1.15 
54 1.34 
1.04 




















The Personal Service Department of THz Macazine or Watt Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does, not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Lehman Corp. 


I see that Lenman Corp paid dividends 
totaling $6.35 per share for the year. As 
the yield at the current market price is 
high, please advise in regard to this 
corporation. 

M.C. Red Bank, N. J. 


Of the total dividends of $6.35 
per share paid by Lehman Corp. 
during the past fiscal year, $5.00 
per share was paid from profits 
realized on the sale of invest- 
ments, and has been designated 
as a “capital gain dividend” while 
$1.35 per share was paid from 
ordinary income. Thus, _ last 
year’s payments cannot be con- 
sidered a regular rate as divi- 
dends vary with capital gains and 
operating profits. 

At the close of the fiscal year 
ended June 30, 1946, the net as- 
sets value of the capital stock was 
$59.02 a share, compared with 
$46.73 a share the preceding 
year. 

Gross assets on June 30, 1946 
amounted to $115,498,490, of 
which cash, receivables and Gov- 
ernment bonds totaled $9,389,- 
089, or 8.1 per cent. During the 
twelve months sales of portfolio 
securities excluding government 
bond transactions, exceeded pur- 
chases on balance by $12,347,086. 
The largest concentration of in- 
vestments at the year-end con- 
tinued to be in public utility secu- 
rities, valued at $23,292,721, fol- 
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lowed by $17,382,500 of oil secu- 
rities and $11,419,975 of mer- 
chandise securities. 

Net unrealized appreciation of 
assets on June 30 amounted to 
$50,783,149 after allowance for 


State and other taxes on unreal- 
ized appreciation. No allowance 
was made for Federal tax on this 
item, as the company has elected 
to be taxed as a regulated invest- 
ment company. 


Panhandle Producing & 
Refininig Co. 


Being one of your subscribers, I would 
like to get some information on the Pan- 
handle Producing & Refining Co. at Wich- 
ita Falls, Texas, as to amount of bonds, 
stock, outstanding or their capitalization 
and liabilities, together with their pros- 
pects. 

B.T., Dallas, Texas 


Panhandle Producing & Refin- 
ing Co. was reorganized effective 
June 29, 1938, Company is en- 
gaged in the production and re- 
fining of oil and the marketing of 
oil products. Owns oil leases in 
whole or in part covering 13,300. 
acres 
Wichita and other counties in 
Texas. The company also owns in 
whole or part leases on approxi- 
mately 10,652 acres of unde- 
veloped land in various counties 
of Texas and Oklahoma. 


In consolidated balance sheet, 
as of March 31, 1946, total cur- 
rent assets amounted to $3,540,- 


of proven property in - 


474; total current liabilities $2,- 
577,107; leaving net current as- 
sets of $963,367. Long-term debt 
amounts to $2,367,612. There 
are 905,407 shares of common 
stock issued and outstanding of 
$1.00 par value. 
Recent Annual earnings were 

as follows: 

1942 $0.04 . 

1943 44 

1944 46 

1945 .78 


For the three months ended 
March 31, 1946, a deficit of 23 
cents a share was reported. In 
May, 1946, new officials were 
elected and change in manage- 
ment is expected to work out bene- 
ficially for the company. How- 
ever, the stock must be considered 
a speculation. 


Mercantile Stores 


Mercantile Stores formerly traded on 
the New York Curb Exchange has re- 
cently been listed on the New York Stock 
Exchange. Could you please give me some 
statistics on this company? 

G. A. Richmond, Va. 


Mercantile Stores Co., Inc. was 
incorporated in Delaware in 1919 
succeeding Mercantile Stores 
Corp., which in turn was formed 
in 1914 to take over the old dry 
goods firm of H. B. Claflin Co. 
The company directly and 
through subsidiaries operates 17 
complete department stores, 25 
junior department stores and 56 
branch stores. 

After giving effect to the ten- 
for-one split of the common stock 
on December 26, 1945, the cap- 
italization now is: Mortgage notes 
payable to bank by 1953 $115,- 
000, 7% cumulative preferred 
stock $100 par value, outstand- 
ing 3668 shares and 1,481,220 
shares of common stock outstand- 
ing (no par). 

Net profit for fiscal year ended 
$1,810,901, equal to 1.21 a com- 
mon share. 
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Keeping Abreast of Industrial 
~ and Company News - 


John R. Steelman, Reconversion Director ordered a 56 day moratorium from 
August 6, to October 1 on new Federal construction contracts and called for a $700 
million reduction in Federal construction plans. Order does not apply to urgently 
needed hospitals for veterans, overseas military projects, public housing for 
veterans, construction of access roads to government owned timber lands and the 
"Manhattan" atom bomb project, and is designed to alleviate critical shortage of 
building materials for housing projects. 


Jones & Laughlin Steel Corp. in a hearing before the U. S. Court of Appeals 
for the District of Columbia applied for a preliminary injunction to prevent the 
Government from extending its contract with the United Mine Workers to supervisory 
employees at four Jones & Laughlin western Pennsylvania coal mines. Company 
argued that irreparable damage will result if the contract is extended to mine fore— 
men, with the union and Government maintaining that no damage will result. 

















Rubber consumption in the United States set a record of 493,261 long tons 
in the first six months of 1946, according to a report of the Rubber Manufacturers 
Association. A. J. Viles, president, predicted that the full year total will ap— 
proach the million ton mark for the first time in history. 


Dr. Willard H. Dow, president of Dow Chemical Co. in a letter to stockholders 
accompanying the annual report states, "As long as we continue to talk and think in 
terms of raising wages in order to meet the higher costs of living, nothing can stop 
the continually ascending spiral of inflation." 





The Netherlands Government expects to import $340,000,000 in goods from the 
United States this year, according to a report of the Department of Commerce. Ap— 
proximately $250,000,000 has been set aside by the Netherlands for industrial com 
nodities and the rest for food and food producing items. Purchases will be financed 
by Export-Import Bank loans totaling $300,000,000 and recent unfreezing of Dutch 
assets in this country. 











Irving S. Olds, chairman of the board of the United States Steel Corporation, 
estimated loss of the corporation due to the coal strike at $18,148,917 and direct 
cost of the steel strike earlier in the year at $27,887,000. 














Sixteen proposals for purchase of the "Big" and "Little" inch pipelines were 
submitted to the War Assets Administration, ranging from $70,000,000 to 
$146,000,000, with one offer to.lease the lines for forty years at a minimum rental 
of $6,500,000 or a total of not less than $260,000,000 over the period of the lease. 





to points along the Eastern Seaboard. 


A huge backlog of orders for automobile replacement parts, principally for 
prewar models, is accumulating on the books of the automobile industry's production 
division, according to a survey just completed by the Automobile Manufacturers 
Assn. Replacement parts orders have jumped as much as 400 per cent over a year ago, 





AUGUST 31, 1946 





and parts virtually out of supply include crankshafts, connecting rod and main bear— 
ings, wormshafts and certain roller and ball bearings used in steering mechanisms, 
clutch throwout bearings, cylinder head guskets, transmission parts, mufflers, 
brake drums and other items. 


Harry A. Bullis, president of General Mills, Inc., stated in the company's 
annual report that volume of flour and package foods delivered by the company reached 
1ew peaks in the fiscal year ended May 31, last. Scarcity of grain caused a general 
slowing up of production during the final months of the year. A new automatic iron, 
first in a new line of home appliances is now in production and distribution will 
begin shortly throughout the country, and other items will follow. A number of new 
food products are also in prospect as well as several industrial products developed 
by company research. Under a $22,000,000 program for improvement of present facili- 
ties and additions running to Jume 1950, the company's research laboratories in 
Minneapolis are being substantially enlarged, and many new plants are being built, 
including three new soybean oil refining wits and a plant for manufacturing poly— 
amide resin from soybean oil. 




















Reynolds Metals Company announces entry into the furniture field with intro- 
duction of an aluminum dinette set, and a utility table with matching chairs, to be 
nanufactured in the company's plants in Louisville and Pasadena. Sleek and modern 
in design, the five piece dinette set has frames made from inch square extruded 
aluminum tubing, anodized and etched to give it a soft and satiny finish. The 30 x 
42 inch extension table has a five ply oak or mahogany top with a 12 inch leaf, 
Seating four or six with plenty of room, and the chairs will be upholstered in top 
quality blue or mottled parchment colored leatherette and come in three styles. 

W. G. Reynolds, vice president of the company foresees aluminum frames replacing 
traditional wooden frames for upholstered chairs, sofas, beds and similar items. 





Dun & Bradstreet Inc., report continuation of downtrend in bank clearings 
for week ending July 31, 1946, from preceding week, with a moderate gain over a year 
ago. Aggregate net for twenty four leading United States cities rose 11.9 per cent 
to $11,726,269,000 during the week ended July 31, from $10,476,538,000 in the 1945 
week, and a drop from the preceding week of $615,334,000 or 5.0 per cent. 





Under the new Price Control Act, the Office of Price Administration in— 
creased prices for all farm equipment and replacement parts an average of 6 per cent 
above ceiling levels of June 30. Increase is required to enable farm equipment 
dealers to realize the same percentage discounts and mark—ups as during peace—time. 











K. T. Keller, president of Chrysler Corp. in a letter to stockholders accom— 
panying report for the first six months of 1946, states, "Production volume continues 
to run substantially below pre-war levels, due primarily to the unavailability of 
materials caused largely by interruptions to the operations of industries which 
directly or indirectly supply us." He further states, "There seems to be no prospect 
that our operations in the immediately forseeable future will be conducted under 
conditions which could be properly described as normal." 


The Office of Price Administration raised ceilings on cotton textiles an 
average of 16 per cent at the manufacturing level. New order will increase retail 
prices of cotton apparel 6 to 8 per cent and household linen and piece goods will 
rise an average of 17 per cent. The increase was effective over the ceiling prices 
in effect June 30, last. 
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SUMMARY | MONEY AND BANK CREDIT 


MONEY AND CREDIT—Administration hopes to pare . [WEEKLY REPORTING MEMBER BANKS] 


0 
deficit this year, aided by expected larger revenues; but TOTAL LOANS & 
is opposed to further tax reductions before 1948. In er 

view of continued sag in Government bond prices, 


Treasury should conserve its cash balance. 7 























TRADE—Manufacturers and wholesalers face the prob- 
lem of adjusting to a buyers’ market in many lines as INVESTMENTS. IN 
high prices make consumers unwilling to buy profusely U. S. GOVERNMENTS 7 
and more selective in their purchases. Specialty retail a NA, 
shops, such as women's dresses and liquor, particularly — = 
are being hurt by these developments; inasmuch as 
thrifty buying is curtailing sales. 


INDUSTRY—Business activity now fractionally ahead of 
last year and only 2.5°% below the all-time peak. Lead- 
ing industrial corporations in industries not hit by major 
strikes earned 22.7% more on net worth during the first 
half than for the like period last year. 1946 calendar ee a een 
year profits will top last year by large margin. No 


major business depression in sight. New O. P. A. less ‘iaieisen ities iste catiias 
socialistic than its predecessor. 


COMMODITIES—Open market prices for grains mildly *\ commences loses 
reactionary since revival of O. P. A. Anderson favors ON es no ee mene 
free markets. Prices “¥ a and non-ferrous metals Tete hee ee 
rolled back to June 30 levels, but crude oil advanced 

25c a barrel, and pig iron $2.00 a ton. Subsidies re- Jf aga PE Y oem gies nieaticnies 
stored on copper, lead, zinc. Legal price for silver 

raised to 90.5 cents an ounce. 
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BUSINESS ACTIVITY expanded a trifle more during 
BUSINESS ACTIVITY the fortnight ended Aug. 3, to a level fractionally higher 
Tae eee than last year at this time and only 2.5% below its all- 
time peak touched during the first week of May, 1944. 
1944 For the month of July, this publication's business index 
rose to 170.8% of its 1925-9 average, compared with 
165.8 in June and 171.8 for July, 1945. Ona per capita 
basis, our business index rose in July to 156.7% of its 
1925-9 average, against 152.4 in June and 159.5 for 
July of last year. 
* -@ 
DEPARTMENT STORES SALES in the week ended July 
27 defied talk of a buyers’ strike by leaping to 33% 
above the like period last year, compared with a cumu- 
lative increase of "only" 28% for the year to date. 
i 


100 


With demand still expanding faster than supply, and 
little evidence of production for inventory building, fears 
of an early business depression appear unfounded. It 
is fashionable these days for advocates of more, or of 
less, Government control to predict dire business con- 
sequences if their views are not heeded. Propagan- 
dists are notoriously undependable forecasters. 

* & = 

There has been much talk of Order Padding; but 
recent investigations disclose that most of the duplica- 
tion originates with prospective consumers rather than 
merchants. Purchasing agents say that whereas there 
is undoubtedly considerable snowballing of orders among 
householders for such items as electrical appliances, au- 


(Please turn to following page) 


1935 -{939 = 


AM JS J A SS ON BD 














AUGUST 17, 1946 





Emflation Factors 





Date 


Latest Previous 
Wk. or Wk. or 
Menth Month 


Year 
Ago 


Pre- 
Pearl 
Harbor 


PRESENT POSITIAC-N AND OUTLOOK 





MILITARY EXPENDITURE (tf) $b 
Cumulative from Mid-1940.... ....... 


July 31 
July 31 


0.10 0.39 
340.4 340.3 


1.71 
297.7 


0.43 
14.3 





FEDERAL GROSS DEBT—S$b 


July 31 


268.3 267.8 


262.0 


55.2 





MONEY SUPPLY—Sb 


Demand Deposits—i0! Cities 
Currency in Circulation 


July 31 
July 31 





BANK DEBITS—13-Week Avge. 


New York City—$b 
100 Other Cities—$b 


July 31 
July 31 





INCOME PAYMENTS—S$b (cd) 
Salaries & Wages (cd) 
Interest & Dividends (cd)... .......... 
Farm Marketing Income (ag)....... 
Includ'g Govt. Payments (ag 


May 
May 
May 
May 
May 





CIVILIAN EMPLOYMENT (cb) m 


Agricultural Employment (cb) 
Employees, Manufacturing (Ib). 
Employees, Government (Ib) 


UNEMPLOYMENT (cb) m 


June 
June 
June 
June 


June 





FACTORY EMPLOYMENT (ib4) 


Durable Goods 
Non-Durable Goods 


FACTORY PAYROLLS (Ib)4 


June 


June 
June 


May 





FACTORY HOURS & WAGES (ib) 


Weekly Hours 
Hourly Wage (cents) 
Weekly Wage ($) 





PRICES—Wholesale (Ib2) 
Retail (cdib) 





COST OF LIVING (iIb3) 


Clothing 





REVAIL TRADE $b 
Retail Store Sales (cd) 
Durable Goods 
Non-Durable Goods 
Dep't Store Sales (mrb) 
Retail Sales Credit, End Mo. (rb2) 





MANUFACTURERS’ 
New Orders (cd2)—Total 
Durable Goods 
Non-Durable Goods 
Shipments (cd2)—Total................ 
Durable Goods } 





BUSINESS INVENTORIES, End Mo. 


Total (cd)—$b 
Manufacturers’ 
Wholesalers’ 
Retailers’ 














(Continued from page 593) 


tomobiles and presently scarce articles of cloth- 
ing, there has been little duplicating by pur- 
chasing agents. 

For the next few months at least, industry is 
not likely to be harrassed by major Strikes; 
though the C.I.O. has already submitted new 
demands to the meat packers. Big union treas- 
uries were drained nearly dry by the last strike 
wave, and labor aims to be on good behavior 
up to the November elections. 


Yet all is not clear sailing. The latest un- 
certainty is over policies of the resurrected 
O.P.A. The new set-up is generally believed 
to be less socialistic than the old; but if it runs 
true to bureacratic form, there will be inevita- 
ble delays in granting needed price relief. This 
wil promote speculative Inventory Hoarding 
and thus aggrevate scarcities. But was there 
ever a time when business had no worries? 


* * 


The National City Bank has just released an 
unusually interesting compilation showing that 
net Profits reported for the first half of 345 
leading corporations (other than rails and 
utilities) were at an average annual rate of 
ionly 9.1% on net worth, compared with 
10.2% for the like period last year. Taken at 
face value, this is none too encouraging. 

* * 

But an entirely different picture—one to con- 
found the pessimists while pointing an accusing 
finger at professional labor leaders—emerges 
after one has taken the pains to separate the 
free from the victimized. Of the 345 corpora- 
tions, 83 are representative of four major strike- 
plagued industries—iron and steel, electrical 
equipment, automotive, and mining. Companies 
in these four industries reported profits for the 
first six months at an annual rate of only 2.3% 
on net worth, against 9% a year ago—a drop 
of 74%. The remaining 262 corporations, which 
were relatively Strike-Free, earned an aver- 
age of 13.5%, against 11% last year—an in- 
crease of 22.7%. A few industries reported 
phenomenal increases — wholesale and retail 
trade, 138%; pulp and paper, 100%; Food 
Products, 50%; drugs and chemicals, 49%. 


* * 


The A. A. R. estimates that Class | Rail- 
roads earned $13 million in June, after 
charges, compared with $66 million in June, 
1945. Deficit for six months was $27 million, 
compared with net income of $327 million for 
the like period last year. However, the O. P. A. 
opines that the |. C. C. will allow in due time 
a further boost of 10% in freight rates on top 
of the 6% raise recently granted. 
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Production and Transpertation 





Latest Previous Pre- 
Wkor Wkor Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 


—Il—pe _ ‘ 159.2 141.8 
gg mat ey > oe ee ig 146.5 Net profits after taxes reported by Electric 


Utilities for the first half totaled about $347 

— PROD. (rb)—l—np yi fa ie — a million—$79 million more than for the like per- 
inin i ; 

Durable Goods, Mfr. ............:secsse0- June 192 175 308 215 iod last year. Revenues for the six months 

Non-Durable Goods, Mfr June 161 160 173 141 were up $17 million; but operating expenses 


CARLOADINGS—t—Total July 27 911 221 886 833 rose $22 million. The increased net was due to 
ideas’ % : AieatMaies uly 27 386 384 391 379 elimination of $61 million in excess profits taxes 
Mae LC & July 27 121 120 104 156 and a saving of $23 million in fixed charges 
Grain July 27 59 64 68 43 consequent upon extensive bond refundings last 


ELEC. POWER Output (Kw.H.)m| July 27 4,352 4,293-4,435~=—«-3.267_—'| Year. While electric power output is still ex- 


panding, expenses are rising even faster, and 
SOFT COAL, Prod. (st) m July 27 12.4 Py Ps a there is always a possibility that Public Service 
a ge are Jan. | —"  ? i . . Commissions of the various States may force 


further rate reductions. 
PETROLEUM—(bbis.) m 
Crude Output, Daily July 27 4.9 : 5 , * 
Gasoline Stocks July 27 89 
Fuel Oil Stocks July 27 60 
Heating Oil Stocks July 27 44 
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The Administration hopes to pare the Federal 
Deficit considerably this fiscal year, aided by 
LUMBER, Prod. (bd. ft.) m July 27 506 475 expected larger revenues; but is opposed to 

Stocks, End. Mo. (bd. ft.) b May EA ‘ 4 further tax reductions before 1948. Neverthe- 


STEEL INGOT PROD. (st.) m dies 5.66 4.07 less, it would seem prudent for the Treasury to 
Cumalative from ron \ q ane 274 21.7 cease further drafts upon its cash balance lest 


the time may come when the money will be 
ae ea cia on 116 141 % 94 needed to support the Government Bond Mar- 
ug. : , ; 

Cumulative from Jan. | Aug. | 3,284 3,168 1,125 5,692 | ket where prices continue to sag. It is not 
WSGSLLANEDUS going to be so easy in the future as during the 
Paperboard, New Orders(st)t July 27-150 150 128 165 aye ” pon pr He af enptees Sent 
Hosiery Production {pairs)m May 168 157 144 150 wil out offering a higher coupon rate, and a 
Footwear Production (pairs)m May 49.3 49.4 43.8 34.8 higher yield would further depress prices for 
re “sg hone “ yt ocagg May 11.0 fe = a outstanding issues and so make it still harder 
ortlan ement Prod. s.)m.... May 12.2 12. * 14, 
Machine Tool Shipments—$m.......... June 28.5 26.4 41.0 a pore Soeontet, 


























ag—Agriculture Dep't. b—Billions. cbh—Census Bureau. cd—Commerce Dep't. cd2—Commerce Dep't. Avge. Month 1939—100. 
cdlb—Commerce Dep't. (1935-9—100), using Labor Bureau and other data. en—Engineering News-Record. |—Seasonably adjusted Index. 
1935-9—100. Ib—Labor Bureau. Ib2—Labor Bureau, 1926—100. {b3—Labor Bureau, 1935-9—100. Ib4—Labor Burean, 1939—100. lt—Ltong 
tons, m—RMillions. mpt—At Mills, Publishers and in Transit. mrb—Magazine of Wall Streeet, using Federal Reserve Board data. np— 
Without compensation for population growth. pc—Per capita basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, instal- 
ment and Charge accounts. st—Short tons. +t—Thousands. tf—Treasury and Reconstruction Finance Corp. 
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No. of —————. 1946 Indexes —_—_——— |_ (Nov. 14, 1936, Cl—100} High Low July 27 
Issues (1925 Cl.—100) High Low July27 Aug. 3 | 100 HIGH PRICED STOCKS 112.55 97.62 101.73 
300 COMBINED AVERAGE 191.7 164.5 169.1 174.5 100 LOW PRICED STOCKS 247.97 202.59 211.31 


Agricultural Implements. 265.7 204.9 223.4 236.1 

11 Aircraft (1927 Cl—100) 284.4 224.1 224.1la 234.3 
Air Lines(1934 Cl—100) 1208.6 922.5 922.5a 1003.0 
Amusement 218.6 143.7 178.4 188.1 
Automobile Accessories. 336.2 262.4 262.4a 274.1 
Automobiles 62.2 50.1 50.la 52.2 
Baking (1926 Cl—1I00).. 26.0 “1.4 24.5 25.0 
‘Business Machines 360.3 286.1 321.7 330.0 
Bus Lines(1926 Cl—100) 229.9 176.3 199.5 213.0 
Chemicals 238.3 263.1 273.0 
Coal Mining i y 24.4 24.4a 24.6 
Communication 3 73.8 73.8a 74.1 
Construction 5 67.9 72.4 74.1 
Containers 4 384.8 395.7 407.1 
Copper & Brass 108.7 119.8 123.2 
Dairy Products : 64.6 72.6 74.0 
Department Stores : 89.7 102.1 110.3 
Drugs & Toilet Articles... A 194.8 247.0 250.2 
Finance Companies ‘ 268.9 285.2 292.6 
Food Brands J 205.5 221.3 224.4 
Food Stores ‘ 73.8 87.5 88.1 
Furniture A 104.7 104.7a 109.0 
961.1 96l.la 96.1 














Investment Trust 70.0 71.6 
Liquor (1927 Cl—100).. 1454.6 1000.2 1341.2 
Machinery z 181.6 182.1 
Mail Order : ; 140.3 149.7 
Meat Packing ; 111.4 119.5 
Metals, non-Ferrous ..... 5 232.1 233.3 
Paper : EY | 40.7 
Petroleum J 175.1 213.7 
Public Utilities .... ; 3 131.2 144.0 
Radio (1927 Cl.—100).. i 30.2 30.2a 
Railroad Equipment : 94.8 91.4a 
Railroads 2 32.9a 32.9a 
3 Col) Seer 2 36.3 36.9 
Shipbuilding 8 1225 150.4 
Soft Drinks A 567.9 573.6 
Steel & Iron : 119.1 137.6 
Sugar i 74.7 74.7a 
Clo ee, aces . 241.7 263.2 
Textiles 3 126.7 157.1 
Tires & Rubber A 42.5 44.6 
Tobacco i 86.8 91.0 
Variety Stores 318.5 350.4 
Unclass. (1945Cl—100) 1161 98.2 104.8 
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Trend of Commodities 








After a steady advance from 118.13 to 125.39 the Dow- 
Jones commodity futures index reacted and lost half of the 
gain. Cotton futures, which had reached a peak of 36.70, 
declined around 500 points. The re-instatement of OPA 
found the market in a weak technical position and for sev- 
eral days in a row prices were down the limit of 100 points. 
That limit has now been changed to 200 points and this 
should be sufficient to insure the execution of all orders. 
Grains were also responsible for the decline, with corn 
futures at Chicago reacting from 1.73 to 1.36!/,. Margin 
requirements were reduced from 50¢ to 25¢ per bu. With 
the crop movements under way throughout the country we 
should have more orderly action in the futures market. It 
is quite possible that the high reached in July will mark the 
peak for many years. 

As shown in the chart under the magnifying glass the 





Bureau of Labor Statistics Index of Wholesale Commodity 
Prices moved straight up from 112.4 to 124.2. The first 
reaction came in the week ending July 27, when the index 
declined slightly to 124.0. This is just a temporary reac- 
tion, for the higher ceilings just allowed by OPA will soon 
be reflected in primary markets. We can see no indication 
of a top at this time. The chart on the right reveals the 
widening spread between farm products and non-farm pro- 
ducts. We believe that the peak in the spread has been 
seen and that from now on agricultural prices will decline 
relative to non-agricultural prices. 

Perhaps the best measure of the upward pressure on 
prices was the increase in the July farm parity index. The 
advance was the sharpest on record and carried the index 
well above the high reached after World War | but revival 
of OPA may help to slow down the advance. 
























180 


WHOLESALE COMMODITY PRICES 








ALL COMMODITIES 
f) 








190 








120 








































140 
110 
vJaAS 
120 





160 





J FARM PRODUCTS Pred | 
y | , 





ce if 





USBL 19262100 





wf 
ff i 





130 





way 
a? | ome? = ae 
RAW a 


























a Tae ee 


£888 








MANUFACTURED Ff 




























1916 1920 1925 1930 1936 1940 





Date 2 Wk. | Mo. 3 Mo. 6 Mo. | Yr. Dec. 6 
Aug.3 Ago Ago Ago Ago Ago 194! 
28 Basic Commodities........ 245.4 248.3 215.4 190.1 187.4 183.6 156.9 
11 Import Commodities...... 230.7 230.6 182.8 170.7 168.9 168.9 157.5 
17 Domestic Commodities 255.5 260.5 239.5 203.9 200.5 193.8 156.6 


RAW MATERIALS SPOT INDEX 


APR. MAY JUNE JULY 
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14 Raw Materials, 1923-5 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6. 1941—85.0 
1946 1945 1944 1943 1941 1939 1938 1937 
i, ee 120.2 95.8 94.5 92.9 85.7 783 65.8 93.8 
“eo 95.5 93.6 91.8 89.3 74.3 61.6 57.5 647 










































U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August 1939, equal 100 








1948 ‘46 










Date 2 Wk. | Mo. 3 Mo. 6 Mo. | Yr. Dec. 6 
Aug.3 Ago Ago Ago Ago Ago 194! 
7 Domestic Agricultural... 311.6 309.2 292.9 239.3 234.7 227.0 163.9 














1D Fee MOOE oiccvccnsessesn 304.1 301.8 267.6 216.5 213.3 208.9 169.2 
16 Raw Industrials... 208.3 214.4 182.8 172.4 169.9 166.5 148.2 
COMMODITY FUTURES INDEX 

APR. MAY JUNE JULY 
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DOW-JONES 
COMMODITIES INDEX 































Average 1924-26 equals 100 


1946 1945 1944 1943 1941 1939 1938 1937 


Fligh® ;..:-... 125.39 106.41 98.13 96.57 84.60 64.67 54.95 82.44 
LOW cscs 104.21 93.90 92.44 88.45 55.45 46.59 45.03 52.03 
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COMMODITY HIGHLIGHTS 





WOOL ... Wool consumption in the United States continues to be main- 
tained at record levels and should continue at this rate for the balance of the 
year. There will be some change in the type of fabrics produced. There are 
indications that the production of women's wear fabrics has passed its peak 
and will decline. Men's wear fabrics will continue in short supply. 

The report of the production of 12 million men's and students’ suits in the 
first half of 1946 was very encouraging, This was almost as many suits as were 
produced in the entire year of 1945. Output in the second quarter of the 
year was at a rate never before equalled by the industry. In order to help 
production for‘ the balance of the year the OPA and CPA have extended the 
lining incentive to the end of the year. Rayon weavers are granted a 10 per 
cent price increase on their entire production. It may be recalled that the 
shortage of linings delayed suit production early in the year. 

The return of OPA is not a factor in wool prices, for the need is not for ceil- 
ings, but for support prices. The world supply of wool is still of record propor- 
tions and indications point to an increase in the coming crop. Domestic wool 
prices are about 8¢ a pound above the world level, being supported there by 
the CCC. Domestic wool prices may be supported at current levels until the 
parity index declines sharply. 


EGG FUTURES... With the ending of OPA on June 30 the price of all 
commodity futures except one advanced sharply. That one exception was 
eggs. From a high for the year of 45.90 for the November contract the mar- 
ket declined all through July and reached a low for the year at 37.05. The 
decline was such as to wipe out the margin of many traders ($1,200 per con- 
tract) and brought in much forced liquidation. 

The reaction was due to the thought that the end of price ceilings on red 
meats would increase the supply and this in turn would decrease the demand 
for eggs. With storage stocks already high, it was thought that the supply of 
eggs would be greatly in excess of the demand. Perhaps a more important 
factor in the decline was the weak position of the futures market itself. Earlier 
in the season when grain futures were tight against the ceiling, the speculators 
turned to eggs. On May 16, trading reached a record of more than 31 million 
dozen. When prices started down in July, those who had purchased earlier 
started to unload. The catching of stop loss orders and the failure to meet 
margin calls hastened the decline. On July 16 a new record of trading (34!/2 
million dozen) was reached. 

The decline in egg futures prices was not justified by the facts. It appears 
likely that the market will reverse itself and get back to the 45¢ level. There 
is a very marked seasonal pattern of egg prices and that calls for sharply 
higher prices in the next few months. For example under the old OPA the 
ceiling on wholesale eggs at Chicago was 39.2¢ per dozen for the first week 
in July, 43.8¢ for the first week in August, 47.8¢ for the first week in Septem- 
ber and 49.8¢ from October 24 to December I1. The ceiling on egg futures 
was to be 47.80¢ up to October 16 and 49.80¢ from October 24 on. These 
ceilings were set early in the year before recent sharp increases in parity. 

Egg production in the first six months of the year was equal to that of a 
year ago. In June however, there was the first indication of a decline with 
production off 6 per cent. As of July | the number of young chickens on the 
farm was I5 per cent below a year ago. Since that time the farmer has re- 
duced his flocks. In the first week of August poultry receipts were 57 per 
cent above a year ago at Central Western primary markets, while egg re- 
ceipts were down I5 per cent. We look for a very tight supply situation in 
the last quarter of the year. 


BUTTER .. . The butter situation cleared up in two weeks’ time. Shelves 
which were bare of butter late in June were loaded by the middle of July. 
This was one case where the consumers’ strike was effective. When prices 
advanced sharply, they just stopped buying. 

Retail sales in the first half of August ran from 10 to 40 per cent below a 
year ago. Production is moving downward in a normal seasonal pattern, but 
the weekly losses compared with a year ago are growing smaller and smaller. 
Cold storage holdings are, of course, far below normal and it will take some 
time to build them up. Meanwhile heavy imports of coconut oil are helping 
to relieve the situation. All relief shipments of fats and oils will be halted on 
January 1. We look forward to plentiful supplies of butter and other fats 


in 1947. : i 
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SCHENLEY DISTILLERS CORPORATION 
NOTE—From time to time, mm this 
space, there will appear an advertise- 
ment which we hope will be of interest 
to our fellow Americans. This is num- 
ber 138 of a series. 

SCHENLEY DISTILLERS CORP. 


Three Candles 


By MARK MERIT 


Another year—the 
third—has passed since 
this column made its 
initial appearance in 
this newspaper. Today, 
it is a “three-year-old” 
—and what three years 
these have been! Yet—in spite of 
the fast moving events which have 
transpired; in spite of the distrac- 
tions of war and victory which filled 
precious space in our newspapers, 
our humble efforts, unaccompanied 
by customary  attention-arresting 
elements, seem to have met with a 
fair modicum of interest. 


Since this is our birthday anni- 
versary, may we, perhaps, be par- 
doned for expressing our pleasure 
and satisfaction in feeling that we 
were correct in our opinion that 
many, many people are really inter- 
ested in knowing just a little bit 
more about the behind-the-scenes 
business philosophy of a rather 
large American industrial company, 
which produces a line of merchan- 
dise whose brand names are famil- 
iar to millions. 


And may we, on this third anni- 
versary, once again thank the many 
thousands of fellow Americans in 
all walks of life, who have honored 
us by writing and requesting our 
little booklets of reprints of arti- 
cles, appearing in this column. Be- 
cause of their interest we are now in 
the sixth edition. 


We, at Schenley, hope that you 
will continue to read our column 
and find something in what we 
write, to remind you, occasionally, 
that we, in this industry and in this 
company, are here because the 
American people at the polls gave 
us a mandate to re-establish a legal 
industry, and supplant the intoler- 
able conditions of a Prohibition— 
which did not prohibit. 


FREE—Send a postcard to MARK MERIT 
OF SCHENLEY DISTILLERS CORP., Dept. 
15A, 350 Fifth Avenue, N. Y. 1, N. Y., 
and you will receive a 96 page book 
containing reprints of earlier articles 
on various subjects. 
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SERVICE REPRESENTATIVE 
in the Business Office. She’s 
there to help whenever you have 
questions about service, equip- 
ment or bills. An important part 
of her job is to see that all 
orders are filled in their proper 
turn. 


Speaking of Citations 


Next time you call or visit a 
telephone office, see if you 
don’t think the young women 
working there deserve a cita- 
tion for competence and cour- 
tesy. They are doing a fine 
job. 

Demand for telephone ser- 
vice is at an all-time high. 
That means more calls to put 
through — more telephones to 
install — more bills to prepare 





and send out — more people 
to talk with in the business 
office . . . and more equipment 
needed to do the job the way 
we would like to do it. 

We’re building and adding 
just as fast as we can get ma- 
terials and make equipment. 
Meanwhile, telephone people 
who serve you will keep right 
on doing their best—and doing 
it with a friendly smile. 








BELL TELEPHONE SYSTEM 








Divergent Trends of the 
Chemicals 





(Continued from page 574) 


chemical manufacturers in scan- 
ning prospects for the second 
half year concern possible fur- 
ther labor troubles, shortages of 
equipment and of raw materials. 
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As for difficulties with labor, the 
industry is of course fortunate in 
being extensively mechanized, 
total employment in this field 
constituting hardly more than 
one per cent of that in all manu- 
facturing groups. With labor 
costs accordingly absorbing a 
relative small percentage of the 
sales dollar, satisfactory wage ad- 
justments have generaly held 


strikes to a bare minimum in the 


THE 





industry thus far in the year. 
Exceptions to this rule naturally 
have occurred, as evidenced by a 
strike by more than 1450 em- 
ployees in the Monsanto Chemi- 
cal plants still unsettled since 
June 3 By and large, however, 
labor has caused very few work 
stoppages in chemical plants dur- 
ing the first six months. 

Ideally, of course, chemical 
manufacturers must have ample 
supplies of certain basic chemi- 
cals, bought from outside sources, 
if they expect to keep production 
in balance with the mounting 
flood of orders now pouring in 
upon them. From this viewpoint 
sales might expand more rapidly 
in the near term, were it not for 
shortages of many essential com- 
ponents. As it happens, the 
supply situation is tight as to 
glycerine, linseed oil, butyl alco- 
hol, resins, caustic soda, caffeine 
and alkalis, to mention only a 
few. Prices for some of these 
scarcities have stiffened, also, al- 
though general price stability 
characterizes most of the chemi- 
cal markets. The main point is 
that although volume of. the in- 
dustry should remain high for 
the balance of the year, bottle- 
necks such as the above may pre- 
vent the advent of really record 
breaking deliveries. But looking 
ahead somewhat, this handicap 
only serves to build up backlog 
demand which in due course will 
prove profitable. 

One favorable factor for the 
industry is that during the last 
half of 1946, a good many con- 
cerns will begin to use new facili- 
ties now nearing completion. Off- 
hand it might be thought that 
some $2 billion new plants built 
during war years by private in- 
terests or by the Government 
would suffice to meet all the re- 
quirements of the industry for a 
long time to come. More realis- 
tically, a great proportion of 
these additions to capacity were 
designed for highly specialized 
use or located where economic 
operation seems_ impossible. 

These new plants are planned 
with the most up-to-date equip- 
ment, designed to speed up out- 
put and to reduce costs, and will 
spread all over the country with 
an eye to strategic advantages. 
The vast expansion in demand 
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manufacture. In the long run, 
rationally, productive capacity 
for many chemicals is likely to 
outdistance domestic demand, 
with the result that foreign mar- 
kets must be sought with increas- 
ing effort. Even now, the de- 
cline in shipbuilding has brought 
an overcapacity for producing 
acetylene, calcium carbide and 
other chemicals. Due to annihi- 
lation of German competition, 
export potentials for American 
chemicals of nearly every des- 
cription have been decidedly en- 
hanced, provided the level of do- 
mestic demand permits the accu- 
mulation of exportable surpluses. 


For example, we now have abun- Lighting Main Street 
dant supplies of sulphur. 


¢ Wher 


Since the outbreak of war with Sixty years ago electric lighting, as we enjoy it today, was 
Germany, the United States has — be was because only one kind of electricity was 
: = ane available—direct current—which could be transmitted econom- 
= ach a Rion aga ically for only a short distance. 
position as a supp yi » About this time George Westinghouse began experimenting 
trend likely to be accelerate y with the “new” alternating current electricity. He soon realized 
the proposed release of all Ger- that here was the golden key to a new industrial age — for he 
man patents to our chemical in- found that alternating current could easily be “transformed” 
desir, to high or low voltage, at will. 
: Westinghouse reasoned that alternating current could thus 
Another branch of the indus- be transmitted for many miles at high voltage, then reduced to 
try which is prospering above- low voltage at the point of use. 
average anil tg Shak ta gage d in — great industrial pioneer acted at once. He acquired the 
production of fertilizers. Sup- ae pode ee _ nein 
‘ etely and sent his associate, Wil- 
—, of — avis and liam Stanley, to the outskirts of Great Barrington, Massachu- 
potash currently are unable to setts . . . to install the first complete a-c transmission system in 
meet the full requirements of fer- America. 
tilizer manufacturers struggling On the historic night of March 20, 1886, William Stanley 
on eit teliows te aaah tin Bond closed a master switch and electric lights blazed on Main 
fe pe originating renga — Great Barrington, nearly a mile away. 
; eorge Westinghouse’s dream of the long-distance trans- 
fluent farmers. During the past mission of electricity was well on its way to fulfillment. 
six years, moreover, sales of in- 


secticides, fungicides and disin- 
fectants have tripled, rising from 


$50 million to $150 million an- Westin house 


nually. PLANTS IN 25 CITIES OFFICES EVERYWHERE 


Summing up, no doubt exists . : 
as to sales prospects for practi- , 4 gN * TODAY ... The Westinghouse Electric Cor- 
cally all segments of the chemical or. " . poration manufactures hundreds of different 
industry. While opportunities - AS + ko Su types of transformers—from thimble-size units 
for fully exploiting the oppor- for radio receivers to giants with ratings as 


non . ; high as 100,000 kva. Two of the latter type... 
nity are somewhat dimmed by each as big as a six-room house .. . were built 


temporary handicaps, as pointed 5 ry by Westinghouse for a large eastern utility to 
out, on balance the leading manu- oN : transform the output of a huge power plant 
facturers have given a very good aye P Sone par lie ernie j 

account of themselves during the , 
year to date and are likely to 
continue doing so. Tune in: TED MALONE— Monday, Wednesday, Friday, 11:45 am, EDT, American Network 
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Potentials of Rubber Stocks 





(Continued from page 579) 


household appliances, and plumb- 
ing specialties, with the most im- 
portant of these products, rub- 
ber hose, accounting for over two 
thirds of sales volume, with most 
of the balance being for belting. 
Use of conveyor belts has in- 
creased tremendously since the 
war and high demand should con- 
tinue for some time for factory 
assembly lines and for conveyors 
for the mining and construction 
industry. Tremendous demand 
exists for rubber hose of all kinds 
and 1946 sales are estimated at 
$64 million as compared with $30 
million in 1940. 


Improving Profit Margins 


Considerable increase in profits 
over 1945 is anticipated for the 
rubber industry, principal fac- 
tors being better profit margins 
for civilian business as compared 
with government business, des- 
pite increased labor costs and re- 
duced taxes. The industry has 


had no reconversion problems, as 
the same products were required 
for war use as for civilian busi- 
ness, and with stoppage of war 
orders was able to swing into nor- 
mal business with practically no 


delay. In addition to this, con- 
centration on a few lines in order 
to meet the large demand has re- 
sulted in more economical opera- 
tions. Although very few interim 
reports of the rubber companies 
are available at the time of writ- 
ing this article, those available 
show large increases in earnings 
over the 1945 period. 


Plastics & Chemicals— 
New Developments 


Many new developments are 
under way using plastics in many 
and various ways, both substitut- 
ing for and complementing vari- 
ous textile materials. Uses in 
draperies, upholstering materials, 
carpeting, cushions, mattresses, 
etc. Synthetic rubber mattresses 
and combinations of synthetic 
and natural rubber, will compete 
favorably in price with inner 
spring mattresses, and material 
will also be made available in 
sheet form for use as filling or 
upholstery in chairs and sofas 
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and for seats in automobiles and 
airplanes. Plastics under various 
different names are used for 
yarns, packaging fresh and froz- 
en fruits and vegetables, coating 
for fruits and vegetables, cheese, 
etc., soles and heels, coating of 
wallpaper, floor covering, impreg- 
nating thread and many other 
uses. More recent developments 
of the larger rubber companies 
follow: 


Firstone Tire & Rubber Co.: Ex- 
panding facilities for manufac- 
ture of Contro, elastic yarn, 
Foamex, foamed rubber latex 
used for mattresses and seating, 
Velon, plastic used for garments, 
drapes, luggage, packaging films, 
insect screening and upholstery 
fabrics, etc. Firestone Research 
Laboratory was opened last year 
and is engaged in research and 
development of new materials, 
methods and products. 


B. F. Goodrich Co.: B. F. Good- 
rich Chemical Co. manufactures 
and sells Geon polyvinyl resins 
and other plastic products to fab- 
ricators and finishers (Koroseal 
is one form) synthetic rubber, 
rubber chemicals and operates 
government owned synthetic rub- 
ber plants and sells reclaimed 
rubber. Acquired trades names 
and goodwill of Hycar Chemical 
Co. in November 1945, including 
the facilities of that company for 
manufacture of synthetic rubber. 
A new plant is under construction 
at Avon Lake, Ohio, where new 
chemical materials, processes and 
techniques will be developed, and 
tested, on a _ semi - commercial 
scale. This plant was scheduled 
for operation last spring. This 
company has succesfully impreg- 
nated and coated thread, yarn, 
string, wire, glass fiber, nylon, 
silk, cotton, wool and rayon with 
plastic latex, for eventual use in 
materials for screening, woven 
upholstery fabrics, tarpaulins 
and insulating board. Textile 
fabrics so coated are resistant to 
grease, moisture and abrasion. 
Koroseal has been used in hun- 
dreds of new products, including 
draperies, wall coverings, uphol- 
stery, luggage and even garden 
hose. Recent announcement was 
made of a revolutionary new type 
of hard-surface floor covering, 
made of Koroseal and manufac- 


tured by Sloane-Blabon Corp, 
under technical supervision of 
The Goodrich Co. Material is 
available in square flexible tile 
form in a wide range of brilliant 
solid colors, and embodies all the 
qualities of durability, flame-re- 
sistance, colorability and _ resist- 
ance to wear and weather for 
which Koroseal is noted in many 
other applications, according to 
the company. The new material 
has been given severe tests, and 
while more expensive than linol- 
eum, will be used in places where 
long wear and minimum main- 
tenance are of greater import- 
ance than original cost, such as 
theatres, hospitals, ships, hotels, 
high class residences, airports, 
industries, etc. Another new de- 
velopment of this company is the 
rubber Torsilastic spring, which 
was used extensively during the 
war on the 20 ton amphibious 
landing vehicles. One version of 
this spring has been in volume 
production for months and is be- 
ing used in new urban buses of 
the Twin Coach Co. These springs 
give more comfortable riding, 
minimum of maintenance and 
long life with low operating costs. 
Recently the B. F. Goodrich 
Chemical Division acquired a war 
emergency synthetic rubber plant 
in Louisville, Kentucky from the 
government to further expand 
production of Geon polyvinyl 
resins, as well as to continue to 
produce rubber for the govern- 
ment. 


Goodyear Tire & Rubber Co.: 
Pliofilm developed by the Good- 
year Co. is being pushed for 
packaging fresh and frozen fruits 
and vegetables, and as a protec- 
tive coating for oranges and 
other citrus fruits, keeping them 
in good condition for months, 
and also for protection of ched- 
dar cheese while aging. Another 
Goodyear product, Neolite is 
used for shoe soles and heels and 
is said to outwear leather. Plio- 
bond, another Goodyear product, 
is a synthetic flexible waterproof 
adhesive of high tensile strength. 
Pliofoam for insulation, light in 
weight, an excellent heat and 
sound insulator, and is expected 
to have wide use in refrigerators 
and home freezers, railway cars, 
buses, airplanes, etc. Vinyl chlor- 
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ide copolymers are being devel- 
oped for use in building materials, 
recent developments include floor 
coverings, washable wallpapers 
and plywood-backed vinyl wall 
panels. Vinyl resin coated cloth, 
paper and wire also have been 
produced. New synthetic resin 
which can be used in manufacture 
of indoor paints called Pliolite 
S-5, an improvement over Pliolite 
used as paint vehicle before the 
war, but discontinued due to 
shortage of rubber, has been an- 
nounced. S-5 can be used in 
acid and alkali-resistant coatings, 
concrete floor enamels, wal] 
paints, trims, floor paints, metal 
primers and finishes, oil and 
grease resistant coatings, baking 
enamels and corrosion resistant 
coatings for ship bottoms, ete. 
New type packaging machine 
adapted for high speed wrapping 
of a wide variety of regular or ir- 
regular shaped articles of vary- 
ing sizes was also introduced sev- 
eral months ago. In a demon- 
stration, the machine tightly 
wrapped individually in Pliofilm, 
such objects as chickens, chops, 
roasts, vegetables, fruits, hard- 
ware, small’ mechanical equip- 
ment and cosmetic articles. The 
machine passes Pliofilm over el- 
ectrically heated rollers and be- 
tween two high speed Airfoam 
belts which cushion the plasticized 
film tightly around surfaces of 
the object, at the same time forc- 
ing all air from within the form- 
ed enclosure. Pre-fabricated: hous- 
ing is another development by 
company’s subsididry, Winged 
Homes, Inc., which can manufac- 
ture at rate of 157 two-bedroom 
homes per day if materials are 
made available. Assembled homes 
would sell at the factory for un- 
der $2,500 and would be delivered 
ready for occupancy, complete 
with bathroom and_ kitchen fix- 
tures, built-in beds, bureaus, clos- 
ets, mirrors and cabinets. Many 
other products are under devel- 
opment by Goodyear, including 
_ for a 300 passenger dirigi- 
e. 


United States Rubber Co.s_ Vib- 
ron, a war product developed for 
bullet-sealing fuel cells has good 
prospects in the plastics field. 
Product may be used as a build- 
ing material for pre-fabricated 
homes, for luggage and furni- 
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Electricity scrubs Stainless 


Your company may be one of many 
who are considering the increased use 
of stainless steel to add to the life, 
attractiveness and sales appeal of 
your products. 

If the product or part to be made 
of Stainless is of a size or shape that 
prohibits the use of standard mechan- 
ical polishing, it will pay you to 
investigate the electropolishing proc- 
ess developed by Armco research 
engineers. By this process, small 
articles of stainless steel are treated 
in an electrically charged chemical 
bath. The surface is quickly polished 
—products come out brighter than 
new dimes. 


SRM } 
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Steel behind the ears 


The electropolishing of Stainless is 
another example of Armco’s assistance 
to manufacturers in widening the uses 
of special-purpose steels and bringing 
their benefits to more people. For 
many years Armco has been the leader 
in developing special-purpose sheet 
steels. It is now one of the world’s 
great producers of stainless steel 
sheets, bars and wire. Leading manu- 
facturers have found that these special 
Armco steels speed production ... put 
higher quality and longer life into the 
products they make. The American 
Rolling Mill Company, 2741 Curtis 
St., Middletown, Ohio. Export: The 
Armco International Corporation. 


Co THE AMERICAN ROLLING MILL COMPANY 
e@ SPECIAL-PURPOSE SHEET STEELS 
e@ STAINLESS STEEL SHEETS, BARS AND WIRE 





ture, etc. Combined with fabrics, 
it may make improved substitutes 
for leather, and with paper, it 
may become a packaging mater- 
ial. Naugahyde is a vinyl resin 
coating on fabric and is suitable 
for many upholstery fabrics. 
Plastic foam has been developed 
for insulation purposes, but this 
product has been sidetracked in 
favor of more urgent items. As- 
beston, a fabric of Asbestos and 
cotton for ironing board covers, 
flexible ducts made of phenolic 
plastic, glass fabric, and Asbes- 


toes, with rubber for an overcoat- 
ing, are light, durable, and adap- 
table for many uses. In the ag- 
ricultural field, U.S. Rubber has 
developed a fungicide for apple 
scab, a DDT formula and a selec- 
tive herbicide for weeding large 
acreages of cereal crops. Many 
other products are under develop- 
ment by this company, including 
a new synthetic rubber with spec- 
ial processing qualities required 
for footwear and a highly secret 
plastic developed to immunize 
bombs will be used to make 
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“He's always in good form in 
a Wilson Brothers T-Shirt!” 


Quality men’s wear since 1864 
Chicago + New York « San Francisco 


Pajamas « Shirts * Sportswear « Knit Underwear 
T-Shirts « Shorts + Ties * Socks + Sweaters 


Handkerchiefs » Gloves 


and plastics, also developed an 
automatic machine to produce 
small size passenger tires at the 
rate of one every two minutes. 
Company also acts as sales agents 
for many products, and recently 
entered the electric refrigeration 
field, jointly with the Liquid 
Carbonic Corp., which developed 
a new combination refrigerator 
and freezing unit called the 
Frostor which will be manufac- 
tured by Liquid Carbonic and 
sold by General ‘Tire. 





Diverse Outlook for 
Metal Fabricators 











stronger, lighter, more decorative 
furniture. 


General Tire & Rubber: Al- 
though smaller than the big four 
units of the rubber industry, this 
company is not least in develop- 
ment of new products. Company 
completed a modern and efficient 
laboratory last year, which will 
carry on experiments in rubber 








Dividend 
Notice 


BURLINGTON 


MILLS CORPORATION 


The Board of Directors ot this Corporation 
has declared the following regular divi- 
dends: 


4% CUMULATIVE PREFERRED STOCK 
$1 per share 


3Y%2% CUMULATIVE PREFERRED STOCK 
872 cents per share 


3Y%2% CONVERTIBLE SECOND 
PREFERRED STOCK 
872 cents per share 


COMMON STOCK ($1 par value) 
25 cents per share 


Each dividend is payable September 1, 
1946, to Stockholders of record of the 
close of business August 8 1946. 


WILLIAM S. COULTER, Secretary 
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(Continued from page 580) 


Basically, the company’s busi" 
ness is geared to automobile pro- 
duction ; since about two-fifths of 
sales consist of aluminum parts 
for automobiles. Bohn has ex- 
panded and diversified operations 
by manufacture of aluminum 
and brass parts for the building 
industry, for makers of washing 
machines, refrigerators, and vac: 
uum cleaners, and for aircraft 
manufacturers. Accordingly, de- 
ferred demand for these durable 
consumers goods and housing plus 
the growing aircraft industry 
outlet will be reflected in sales for 
Bohn far above pre-war levels as 
soon as customers’ output rises. 
Plenty of aluminum and fair sup- 
lies of brass exempt Bohn from 
the shortages of raw materials 
which have plagued other fabrica- 
tors. Furthermore, the company’s 
pricing situation stands out like a 
rose blooming in a desert; inas- 
much as the bulk of original 
equipment parts for passenger 
automobiles is free of price con- 
trol, and the O.P.A. has seen fit 
to be less stinted in allowing price 
relief on replacement parts for 
trucks and passenger cars. 

Brass and copper fabricators, 
on the other hand, present an in- 
ferior outlook solely on account of 
raw materials scarcities. Hardest 
hit are the wire and cable com- 
panies. Metals Reserve Corpora- 
tion, the Government’s metal buy- 
ing agency, only has less than 
30% of its copper stockpile in the 
form of wire bars, a supply in- 
adequate for needs of wire and 


cable manufacturers. These fab- 
ricators, too, are suffering from 
the acute shortage of lead as well 
as of rubber, cotton yarn, and 
plastics for insulation work. Lead 
quotas have been reduced from 
33,000 tons in the first quarter of 
1946 to 27,000 tons in the second 
quarter, and no relief from the 
drought is in sight. 

Brass mills have been less af- 
fected Wey metals scarcities, but 
even they are feeling the pinch. 
Zinc supplies are ample because 
smaller strikes have upheld out- 
put of the metal. A shortage of 
copper, however, is marring pro- 
duction schedules of brass fab- 
ricators. The five months’ strike 
in the copper mining industry has 
brought output down below re- 
quirements of brass mills, but re- 
sumption of mining operations 
may repair the deficiency to near- 
normal by the year end. 

Because of strikes and mater- 
ials shortages, earnings of report- 
ing brass and wire companies 
were off sharply in the first half 
of 1946 and deficits were shown 
in some cases. In the meantime, 
higher wages granted in strike 
settlements and increased ceiling 
prices on copper and lead have 
lifted fabricators’ prime costs. To 
compensate for larger factory 
costs since the war, the O.P.A. 
twice raised ceiling prices on brass 
mill products an average of 1.5 
cents a pound and then 1.3 cents 
a pound in April and May re- 
spectively, and advanced wire and 
cable products.about 10% on the 
average in May. Additional price 
adjustments were granted - in 
June to offset the 214-cent cop- 
per price increase and the 134- 
cent higher lead price. Average 
1936-39 profits margins were re- 
stored by these steps, and further 
ceiling price raises are possible in 
view of the greater leniency mani- 
fested by the revamped O.P.A. 

Besides improved profit mar- 
gins, the large demand for wire, 
cable, and brass mill products 
from industrial users and for con- 
sumers goods brass articles (in 
the case of Scovill Manufacturing 
Company) is the most promising 
aspect of these fabricators’ trade 
positions. With easing of copper 
shortages likely, and mounting 
sales indicated for the balance of 
the year, greatly reduced tax 
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rates, excess profits tax refunds, 
tax carryback credits for com- 
panies with. deficits, and wider 
profit margins all should eventu- 
ate in better earnings for the 
second half of 1946. Full year 
profits, however, may not show 
any change from 1945 owing to 
poor results in the first part of 
this year. Rome Cable seemingly 
will be an exception on the basis 
of superior first half earnings, 
and quite likely should turn in 
higher profits this year. 


Special attention should be giv- 
en to Scovill Manufacturing be- 
cause of its well diversified pro- 
duction, its profitable lines of 
consumer items, and its magnif- 
icent dividend record. The com- 
pany’s lines include a variety of 
mill products fabricated of brass, 
bronze, and nickel silver alloys; 
parts and complete assemblies for 
the automotive, rubber, refrigera- 
tion, radio, and electrical indus- 
tries; metal products for the 
drug, cosmetic and toilet goods 
trades; metal buttons and snap 
fasteners ; tire valves; safety pins, 
of which the company is perhaps 
the world’s largest maker ; chrome 
plated brass articles for plumb- 
ing; mixers for soda fountain and 
home use; and vacuum cleaners. 
Deferred demand for the profit- 
able consumer products is huge, 
providing the basis of exceptional 
earnings over the next twelve 
months. Dividend payments 
since 1856 place the company in 
a top drawer among investment 
issues. 


The stock market does not seem 
to fear either the wartime expan- 
sion of manufacturing facilities 
or the competition of plastics; for 
metal fabricating stocks have out- 
paced the market following the 
end of hostilities. Enlarged capa- 
city is something the industry will 
have to cope with after the first 
peacetime flush of demand has 
been satisfied, but current back- 
logs of business are sizeable 
enough to fill capacity output. 
Copper, lead, and zine are so 
much cheaper than plastics aver- 
aging around 60 cents a pound, 
that the latter offers no immedi- 
ate threat of unseating brass pro- 
ducts. Moreover, there is no rea- 


AUGUST 17, 1946 








FIRST 
CORPORATION 


and 


MELLON SECURITIES 
CORPORATION 


announce that a merger of the two Corporations 

has been completed. The underwriting, distribut- 

ing and trading securities of both corporations will 
be continued under the name of 


The First Boston Corporation 


A Merger of 
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Since all these securities have been sold, this advertisement appears as a matter of record only. 


The Electric Auto-Lite Company 


298,971 


Common Shares 
(Par Value $5 Per Share) 


Of the above-mentioned 298,971 Commen Shares, 274,487 shares were 
subscribed for at the subscription price of $55.50 per share by the Common 
Shareholders of the Company or their assigns. The remaining 24,484 shares 
have been sold by the several Underwriters, including the undersigned. 


LEHMAN BROTHERS SMITH, BARNEY €? CO. 
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WHAT 
INVESTMENT 
POLICY NOW? 


Would you like to check your 
investment strategy with that 
of Babson’s? If so, clip this 
advertisement, send it to us 
with a list of 7 securities you 
own. We'll tell you whether 
our strategy is to Hold or 
Switch. No cost or obliga- 
tion. Write Dept. M-42. 


BABSON’S REPORTS 


Wellesley Hills 82, Mass. 
ASAAAY) 








son why metal fabricators cannot 
produce plastic items should the 
price of the synthetic material 
ever come down to a competitive 
base with the low-priced non- 
ferrous metals. 





Looking Ahead With 
the Steels 





(Continued from page 572) 


Act, the Industry Advisory Com- 
mittee will indubitably have more 
influence than formerly in spon- 
soring needed price boosts, but 
the process will be slow and prob- 
ably subject to constantly revised 
pleas in coming months. 

Until the industry has fully 
gained experience with changing 
costs during the third quarter, it 
is doubtful if many concerns 
themselves can guess how their 








Investors— 


SAVE TIME AND MONEY 
by using 
THE HANDY RECORD BOOK 


for Investors and Traders 


ONLY $1 enables you to keep your 
financial facts up to date this easy, mod- 
ern way. THE HANDY RECORD 
BOOK saves you time and money by 
showing at a glance your holdings and 
their cost, transfer taxes paid, net long- 
and _ short- term gains and losses . . . in- 
valuable for income tax purposes. 


Send $1 for your copy today 
HANDY RECORD BOOK CO. 


656 Broadway, New York 12, N. Y. 
(Or at Leading Stationers) 














profits will look, that is within 
anything like close limits. Many 
a steel producer reporting an un- 
favorable net during the dismal 
early period of the year has saved 
bookkeeping adjustments due to 
tax factors until the final quarter 
has been finished. Others which 
have bolstered early earnings by 
estimated carry-backs may have 
to revise their figures in the sec- 
ond half, leaning heavily upon a 
hopefully improved earnings 
status to average up the year’s 
showing. 

On the other hand, despite all 
discouragements in the first half, 
some of the leaders like “Big 
Steel,” Bethlehem, Keystone and 
Youngstown Sheet & ‘Tube, have 
managed to keep well in the black 
under difficult conditions, with 
prospects for decided further im- 
provement if production keeps on 
mounting without interruption. 
In the case of Youngstown Sheet 
& Tube, optimism over the near 
term has just expressed itself by 
declaration of a 75 cents per 
share dividend against 50 cents 
in the previous quarter. By and 
large the steel industry as a whole 
stands to accelerate an uptrend in 
net earnings through volume 
gains more than almost any other 
segment of the economy. Labor 
costs average about 45% of total 
outlays, although in some cases 
they run as low as 20% and in 
others mount to over 80%. Ifa 
general break-even point of 75% 
of capacity, estimated after the 
spring rise in wages, holds true, 
profit margins can expand very 
rapidly if production can be held 
to the present level of 90% or 
more. At the peak of war pro- 
duction during early 1945, 91% 
of capacity was utilized, a mark 
which soon bids fair to be broken. 
As previously pointed out, how- 
ever, upon the changing impact 
of the cost-price squeeze will de- 
pend the near term net profits of 
every concern in the industry, 
hence estimates had better be 
held within conservative limits. 

As for dividends, the outlook 
holds promise of general stability 
even though interim earnings 
may not fully warrant their pay- 
ment. The working capital of the 
stronger concerns is such that 
they can well afford to retain dis- 
tributions on an even keel in view 


of the bright perspective ahead. 
True, some concerns planning 
major additions to facilities must 
now face outlays far above ear- 
lier estimates, but available credit 
in ample supply is ready to meet 
all needs. 

Summing up, if the economy in 
general is to enter a period of ex- 
tended prosperity, producers of 
basic steel are hardly likely to 
prove laggards. To the contrary 
they must spearhead the advance. 
Upon this premise, selectivity 
may disclose some situations 
where shares currently are not at 
all over-priced. 





Opportunities for income 
and Price Appreciation 





(Continued from page 583) 


10514; to the payment of a $1,- 
000,000 promissory note due 
September 1946 and to the re- 
demption or purchase for retire- 
ment of 255,000 shares of 414 
per cent cumulative preferred 
stock, Series A at $100 per share. 

Under agreement of merger 
with Transwestern Oil Co. effec- 
tive August 2, outstanding 750,- 
000 shares of Transwestern Oil 
will be converted into 525,000 
shares of 414 per cent cumula- 
tive preferred. stock, series A, of 
Sunray on basis of 7/10ths of a 
share of such preferred for each 
share of capital stock of Trans- 
western; 255,000 shares of such 
preferred are to be redeemed or 
purchased for retirement with a 
portion of the proceeds from 
present financing. Giving effect 
to the new financing and merger, 
outstanding capitalization of the 
corporation will consist of $20,- 
000,000 funded debt, represented 
by the new debentures, $10,000,- 
000 serial bank loan, 270,000 
shares of 414 per cent preferred 
cumulative stock, series A, and 
4,689,188 shares of $1 par com- 
mon stock. New debentures will 
have a sinking fund, begining 
November 1956 for redemption 
of $2,000,000 principal amount 
annually, and will be redeemable 
in whole or in part at the option 
of the company at 104 per cent 
prior to July 1, 1947, at 10334 
per cent after that date, but 
prior to July 1, 1948, and at 
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prices scaling down to 100 on or 
after July 1, 1965, plus accrued 
interest in each case. 





What Prospects for An 
American Merchant 
Marine? 





(Continued from page 569) 
thereafter, on April 8, 1946, 
President Truman approved the 
Merchant Ship Sales Act of 1946 
authorizing the sale of ocean- 
going cargo vessels at approxi- 
mately one-half of the prewar cost 
of construction in American ship- 
yards. Domestic ship operators 
were permitted first choice as to 
purchase with a down payment 
of 25 per cent and the balance 
payable over 20 years at 34% per 
cent interest. 

As late as August 2, 1946 the 
Maritime Commission announced 
that only 190 American ships 
built during the war were sold to 
interests both here and abroad. It 
is of interest to note, however, 
that although the basic aim of 
the Act was to “encourage an effi- 
cient and adequate American- 
owned merchant fleet,” the Mari- 
time Commission has received ap- 
plications for the purchase of 
more than 700 ships from 120 
foreign governments and _indiv- 
iduals. Yet more disturbing are 
reports that some Norwegian and 
perhaps other foreign shipping 
interests have been offering to 
charter Liberty ships, which they 
intend to buy outright under the 
U. S. Ship Sales Act, at rates 
lower than it would cost Ameri- 
can owners to operate these same 
vessels. Such developments as 
this, plus the fact that in Eng- 
land ships are being unsuccess- 
fully offered for sale at prices 
lower than ours, is a basis for 
considerable concern among pros- 
pective American buyers. In ad- 
dition, it is becoming evident that 
the ships on the Government’s 
shelves are not always suitable as 
to size and adaptability to Am- 
erican steamship companies and 
hence considerable undesirable 
delays may be encountered in re- 
building fleets to prewar tonnage 
strength. 

Of further discouragement to 
American steamship lines in their 
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buy any of such securities. The offering is made only by the Prospectus. 


Not a New Issue 


420,000 Shares 


Radio-Keith-Orpheum Corporation 


Common Stock 


($1 par value) 


Price $21 per Share 


Conies of the Prospectus may be obtained in any State from such 


of the several Underwriters, including the undersigned 
g , 


as may lawfully offer the securities in such State. 


LEHMAN BROTHERS 


August 9, 1946 


GOLDMAN, SACHS &¥ Co. 











uphill fight to meet foreign com- 
petition is the reluctance of the 
Civil Aeronautics Bureau to 
grant air routes to be operated in 
conjunction with ocean - going 
travel. Ship operators recognize 
that foreign shipping lines are 
establishing the air networks the 
Americans are denied and this is 
weakening the competitive posi- 
tion of the American merchant 
marine. 


Possible Longer Term Solutions 


To summarize, the outlook for 
the American merchant service is 
obscured by many important ad- 
verse factors. Labor costs have 
risen all out of proportion to 
labor efficiency and rate struc- 
tures; foreign competition is 
again raising its head out of the 
wreckage of war; appropriate 
shipping facilities have a long 
way to go to reestablish prewar 
tonnages and world trade may be 
three to five years in developing 
full volume. On top of this, the 
right to operate scheduled over- 
seas airlines to combat similar 
services by foreigners has been 
denied steamship companies by 


the CAB; and _ uncompetitive 
water and rail rates combined 
with higher costs have virtually 
ended private coastwise shipping ; 
while the outlook for profitable 
operations in the _ inter-coastal 
trade is still uncertain. 
Meanwhile, potential tourist 
travel is enormous and American 
ships are considered the safest 
and mast sanitary in the world. 
This reputation will be strength- 
ened, moreover, as shipping com- 
panies develop medium-sized, fast 
and comfortable passenger-cargo 
combination ships. Furthermore, 
far speedier vessels with improved 
cargo handling methods and 
heavier cargo-carrying capacities 
are visualized which will combine 
refrigeration, air - conditioning 
and other improvements and ef- 
fect economies in time and oper- 
ating costs. Thus, although our 
future merchant fleet may be con- 
siderably smaller than now it 
should offer the highest quality in 
ships and services to be found 
anywhere on earth. More coop- 
eration from the American pub- 
lic, labor and the Federal Gov- 
ernment would aid greatly in 
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helping our private steamship 
companies to achieve the highest 
possible goals. 





Another Look at the 
Liquors 





(Continued from page 577) 


was almost 50 per cent higher 
than earnings for entire 1945 
year. Financial condition was 
strong, current assets on Decem- 
ber 31, last, amounted to $107,- 
864,167 and current liabilities 
$41,722,233 as compared with 
$103,542,518 and $37,529,561, 
respectively, at close of 1944. 
Funded debt amounted to $17,- 
000,000 against $21,750,000 a 


year earlier. 


Schenley Distillers Corp. — Net 
profit for nine months ended May 
31, 1946 amounted to $37,756,- 
023 almost double that of the like 
period of preceding year and was 
equal after preferred dividends to 
$10.48 a share on 3,600,000 
shares of common stock, compar- 
ing with $19,078,245 or $5.13 a 
share on common stock in like 
1945 period. Current assets as 
of August 31, 1945, close of last 
fiscal year, amounted to $154,- 
922,230 and current liabilities 
were $75,910,721 as compared 
with $140,945,051 and $77,234,- 
117, respectively, a year earlier. 
Long term debt was $8,000,000 
against $11,400,000. 


Hiram Walker - Gooderham & 
Worts, Ltd.—Net profit for nine 
months ended May 31, 1946 am- 
ounted to $11,225,209 equal af- 
ter dividend requirements on pre- 
ferred stock, to $14.97 a share on 
721,537 shares of common stock, 
comparing with $6,564,038 or 
$8.51 a common share in like per- 
lod of preceding year. Current 
assets at close of last fiscal year, 
August 31, 1945 amounted to 
$81,195,176 and current liabili- 
ties were $29,806,684 as compar- 
ed with $74,002,441 and $24,- 
347,779, respectively, a year ear- 
lier. Funded debt amounted to 
$12,100,000 as compared with 
$13,200,000 on August 31, 1944. 


Publicker Industries, Inc. — Net 
Income for quarter ended March 
31, 1946 amounted to $5,701,934 
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equal after dividend requirements 
on preferred stock to $2.86 a 
share on 1,952,004 shares of 
common stock. No comparison 
is available. For the six months 
ended June 30, 1945 net income 
was $2,936,307. Current assets 
as of December 31, 1945 amount- 
ed to $54,045,921 and current 
liabilities were $33,713,329 as 
compared with $44,670,451 and 
$41,628,751, respectively, at 
close of 1944. 





Life Insurance for the 
Younger Generation 





(Continued from page 586) 


table based at ages ten and fif- 

teen years respectively is illustra- 

tive of the results to be obtained. 
$10,000 Ordinary Life 


Age !l0 Age l5 


Annual Premium .... $ 154.00 §$ 167.00 
Total premiums 
to age 65 
Guaranteed cash value 
at 65 
*Accumulated Div. 


8470.00 8350.00 


6096.60 5992.70 


7048.00 5991.00 





Gain of cash value plus 
Accum. dividends .. 
over premiums paid 


$4674.60 $3633.70 


*Dividends are computed on the present 
dividend scale and are neither estimates 
nor guarantees for the future. 


Consider also the advantages 
of establishing the above plan 
now: 

. Creates pride of ownership. 

. Cultivates consistent thrift. 

. Develops habit of stability. 

. Protects child’s insurability. 

. Guarantees life-long low pre- 

jum. 

. Instills feeling of responsibil- 

ity. 

. Provides future credit founda- 

tion. 

. Furnishes cash reserve for em- 

ergencies. 

9. You will enjoy protection on 
the child. 


Once such a life insurance poli- 
cy is established, the boy should 
take over the responsibility of 
payment of premiums when he 
enters business life and commands 
earning power. It is quite likely 
that in later life, the boy will 
earn a substantial sum of money, 
but the policy that is started and 
provided for him now can never 


be purchased as cheaply. 

As previously described, here 
is a most practical solution which 
should be of definite interest to 
parents all over this country. 





For Profit and Income 





(Continued from page 589) 


lure. There are huge paper 
profits on most of the stocks. 
Holders have seen them come 
down sharply from their bull- 
market highs, and hence are now 
eagerly waiting for rallies on 
which to do some big profit-tak- 
ing. Therefore, the stocks have 
rallied little and no longer re- 
spond significantly to good news 
in the way of brilliant earnings 
and boosted dividends. Those 
with a big stake in hard goods— 
examples: Montgomery Ward, 
Sears, Roebuck ; Mercantile 
Stores, Sterchi, Western Auto 
Supply and Reliable Stores — 
probably have the best chance of 
a market revival. 

(Continued on following page) 














WHAT IS IT WISE 
TO BUY NOW? 


There are times when almost any 
stock can be bought; there are 
times when nothing is safe, and 
times when the most careful 
selection is necessary to avoid 
losses and make a reasonable 
profit, What is the situation now? 
Stock Trend Service’s forecasts and 
selections may give you new and worth- 
while methods of approach to profitable 
investment. If you have not already had 
an opportunity to inspect this twice-a- 
week bulletin service, you can take ad- 
vantage of our— 


Special Get-Acquainted Offer 


To new readers only we will 
send: Copies of our Bulletins for 
August, the Stock Trend Barome- 
ter for July and August (the lat- 
ter covering the market for Sep- 
tember), 20, 23, 27, 30 and the 
special issue containing full 
August Forecast; with descrip- 
tions of 
2 stocks currently recommend- 


ed for purchase—one of them 
in the low-priced bracket. 





All for only 


All of the above, with Stock Trend Bul- 
letins for six months, plus 1946 Cycle 
Forecast for corresponding six months 


$55 0 
All of the above, with Bulletins for one 


year, plus complete 1946 Cycle 
cast $100 0 


STOCK TREND SERVICE 
Div. W-717, Springfield 3, Mass. 


MOL Mb OP OP dada dae a eee. 
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UNITED STATES LINES 
COMPANY 


Common 
Stock 
DIVIDEND 


The Board of Directors have authorized 
the payment of a dividend of twenty-five 
cents ($.25) per share for the quarter ended 
August 31, 1946 payable August 30, 1946 
to common stock holders of record August 
23, 1946 who on that date hold regularly 
issued common shares ($1.00 par) of this 
Company. Holders of former stock issues 
of the Company entitled to issuance of 
common stock ($1.00 par) in exchange for 
their holdings will be paid this dividend 
when exchange is made. 

CHAS. F. BRADLEY, Secretary 


One Broadway, New York 4, N. Y. 











DIVIDEND NOTICE 


The Board of Directors of Canada Dry 
Ginger Ale, Incorporated, at a meeting 
thereof held on July 23, 1946 de- 
clared the regular quarterly dividend 
of $1.0625 per share on the $4.25 
Cumulative Preferred Stock and an 
initial dividend of $0.15 per share on 
the Common Stock of the par value 
of $1.6624 per share; both payable 
Oct. 1, 1946 to stockholders of record 
at the close of business on Sept. 11, 
1946. Transfer books will not be 
closed. Checks will be mailed. 


Wma. J. WILLIAMS, 
V. Pres. & Secretary 














AtlasCorporation 


Dividend on Common Stock 


NOTICE IS HEREBY GIVEN that a divi- 
dend of 75¢ per share has been 
declared on the Common Stock of 
Atlas Corporation, payable Septem- 
ber 20, 1946, to holders of such stock 
of record at the close of business 
September 5, 1946 


Wa ter A. Peterson, Treasurer 
August 6. 1946. 





























BRANIFF 
AIRWAYS 


Dividend of fifteen cents per share 
on its 1,000,000 outstanding shares 
payable on August 22 to stockhold- 
ers of record at the close of busi- 


ness August 12, 1946, authorized 
by Board of Director's meeting 
July 31. 


Cc. G. ADAMS 


Dallas, Texas I'reasurer 























Allegheny Ludlum Steel Corporation 
Pittsburgh, Penna. 


At a meeting of the Board of Directors of the Alle- 

gheny Ludlum Steel Corporation, held on July 25, 1946, 

a dividend of forty cents (40c) per share was de- 
clared on the common stock of the 
Corporation, payable September 30, 1946 
to stockholders of record at the close of 
business September 10, 1946. 


E. J. HANLEY, Secretary & Treasurer. 








Problems Involved in 
Capital-Building Today 





(Continued from page 587) 


Such are some of the chief 
problems to be considered in a 
realistic capital building pro- 
gram, although the list of such 
problems is by no means complete. 
In our subsequent articles, we 
shall outline specific programs 
developed with these problems in 
view. 





Why Rising Demand for 
Working Capital? 





(Continued from page 563) 


what exceed the 1941 figure, the 
company still has $522 million of 
working capital to carry on op- 
erations. Hig corporations have 
gone to outside sources for addi- 
tional funds simply because they 
do not wish to squander too great 
a part of their reserves. ‘hey like 
to put away money tor a rainy 
day. 





A New Era of Corporate 
Mergers? 





(Continued from page 560) 


concerns. As traffic increases, 
opportunities will be presented 
for some of the more aggressive 
smaller concerns to expand and 
compete with the powerful “Big 
Four’”—American Airlines, East- 
ern, United and Transcontinental 
& Western Air, Inc. Chief among 
newer companies which have 
gained prestige include: North- 
west Airlines, Pennslvania-Cen- 
tral, Braniff and National. 
Conditions appear ripe for con- 
solidations in the baking indus- 
try, which currently is prosper- 
ing. With the rise in national 
income, demand for crackers, 
cookies and similar sweet goods 
has increased to a point where the 
large producers, namely, National 
Biscuit, Sunshine Biscuit a|nd 
United Biscuit, find it difficult to 
produce sufficient supplies to 
meet retail requirements. Hence, 


small marginal concerns are find- 
ingthe outlook especially bright. 
The electric power and light 
industry, which contributed nu- 
merous mergers in the 1920 boom, 
is experiencing compulsory dis- 
integration as large holding com- 
panies are broken up into smaller 
units. Some day in the years 
ahead new combinations may de- 
velop in utilities, but mergers may 
be few and far between in this 
industry for the time being. 





Depreciation of the Ameri- 
can Dollar and World 
Trade Aspects 





(Continued from page 558) 


imports. The fallacy of this 
teaching is being brought home 
by the present situation., We are 
exporting more, at least in some 
lines, than we can possibly afford. 
For some of the exports we are 
accepting IOU’s that may or may 
not be collectable. On top of that, 
there is a danger that, if prices 
here go up considerably, foreign 
nations may resort to currency 
manipulation in order to be better 
able to compete with the Ameri- 
can consumer. Under the circum- 
stances, it seems that our best 
protection is to increase our im- 
ports wherever it is advantageous, 
i. e., Wherever we can get foreign 
goods and services for less money 
than we would have to pay for 
them at home. Thus not only will 
we be getting something really 
tangible in payment for the 
goods and services that we export 
or sell abroad, but we will be aug- 
menting the volume of goods at 
home, thereby checking inflation- 
ary tendencies. 





As I See It! 





(Continued from page 553) 


bring pressure to bear in other 
quarters of the globe, such as 
vital areas of the British Empire, 
or in trouble-spots like the Dar- 
danelles. Thus, latest dispatches 
of mounting tension between 
Russia and Turkey bear careful 
watching, from this point on, not 
that it necessarily means war, but 
that such sabre-rattling by Mos- 
cow takes on special significance 
at the present time. 


THE MAGAZINE OF WALL STREET 











